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OVERSIGHT OF THE MANAGEMENT 
PRACTICES AT THE U.S. FOREST SERVICE 


TUESDAY, JULY 7, 1998 

House of Representatives, 

Subcommittee on Government Management, 

Information, and Technology, 
Committee on Government Reform and Oversight, 

Bellflower, CA. 

The subcommittee met, pursuant to notice, at 10:10 a.m., in the 
city council chambers. Bellflower City Hall, 16600 Civic Center 
Boulevard, Bellflower, CA, Hon. Stephen Horn (chairman of the 
subcommittee) presiding. 

Present: Representatives Horn and Davis. 

Staff present: J. Russell George, staff director and chief counsel; 
Mark Brasher, senior policy advisor; and Matthew Ebert, clerk. 

Mr. Horn. A quorum being present, the hearing of the Sub- 
committee on Government Management, Information, and Tech- 
nology will come to order. Today, we will examine the management 
practices of the U.S. Forest Service. 

The Forest Service was established in 1905 by President Theo- 
dore Roosevelt. The President, in accordance with the Progressive 
movement, sought to run the agency on scientific principles, such 
as relying on experts in the field of wildlife management and tim- 
ber harvesting. The Forest Service today has a wide range of re- 
sponsibilities Eind is responsible for many valuable goods and serv- 
ices, including recreation, timber, watershed, wildlife, and fish. 

Sometimes these responsibilities conflict with each other in ways 
that are frustrating for citizens. The citizen who wishes to swim in 
a river in a national forest may find the river tainted by minerals 
if extensive logging has occurred. The citizen who wishes to make 
a house from timber harvested in a national forest may pay more 
if the timber is unavailable. A citizen who wishes to hunt may have 
difficulty doing so if a timber cut has destroyed an animal’s habi- 
tat. These priorities are occasionally in conflict, and who must arbi- 
trate these conflicts? The Forest Service must play the part of Sol- 
omon — dividing the forest among these competing uses. 

Nobody doubts that the Forest Service faces daunting challenges. 
The Service is asked to reconcile competing interest groups in doz- 
ens of remote locations every day. P^ of the problem is that the 
agency controls extraordinarily v^uable resources. The value of the 
common goods — such as watersheds and wildlife habitats — are in- 
calculable. The value of other benefits add up to billions of dollars. 
These benefits include fishing, hunting, hiking, canoeing, and other 

( 1 ) 
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forms of recreation, as weU as timber, mining, and other forms of 
resource extraction. 

In many ways, it is difficult to place exact values on the produc- 
tion of the Forest Service. Part of the value created is very difficult 
to ascertain. The part that should be calculable — ^benefits enjoyed 
by a particular person — resource extraction and recreation, are also 
difficult to determine. 

Part of the key to this problem is accurate, timely financial infor- 
mation. Citizens and Government officials can make informed pol- 
icy judgments only if we have correct information. For the fiscal 
year ending September 31, 1997, the Forest Service was required 
to produce an audited financial statement. The March 1, 1998 
deadline for this report has come and gone and we are still await- 
ing the report. Nearly ever other agency has managed to accom- 
plish this flnancial audit. The Forest Service is a laggard, well be- 
hind other Federal agencies. 

Part of the problem is outdated Anancial systems. In past years, 
the Forest Service did not have a financial system capable of gener- 
ating information needed by management even to determine how 
well the agency was doing. Since it is impossible to get accurate in- 
formation in Washington about Forest Service activities, many op- 
erations are run as local fiefdoms. This has led to a lack of account- 
ability. 

The Forest Service is attempting to rectify these problems. How- 
ever, since the Forest Service impacts the lives of millions of Amer- 
icans, changes in the agency will receive great attention. 

Take the recreation fee demonstration project. For several dec- 
ades, the Federal Government has been relying on fees to an ever- 
greater extent. Land agencies, such as the National Park Service 
and the National Forest Service among others, have extensive 
needs that cannot continue to be met adequately through annual 
appropriations. Each year national treasures are neglected; there- 
fore, we must examine the merits and demerits of using fees. Ques- 
tions of access to the forest must be balanced against funding 
shortfalls. This pilot program has been very controversial and has 
generated much debate. That debate is heaJthy, and we all should 
welcome a discussion of the role of the Forest Service in providing 
a variety of goods smd services. 

Our witnesses today represent diverse groups from the Forest 
Service, the General Accounting Office, and various private and in- 
terest groups. We look forward to their testimony. I might say this 
is the second hearing we have held on the Forest Service. The first 
was in the White Mountains in New Hampshire. This is the sec- 
ond, and the third will be in eastern Washington this coming Fri- 
day. We have a very good panel of witnesses today and we welcome 
them. 

Let me explain a little bit of how we operate. We are an inves- 
tigative committee, the Subcommittee on Government Manage- 
ment, Information, and Technology, of the House’s full Committee 
on Government Reform and Oversight, £ind as such, all witnesses 
before either the subcommittee or the full committee are under 
oath when they testify. We have all read the statements. The state- 
ment automatically goes in the record for each witness. So do not 
ask to have it put in the record, for it is automatically in the 
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record. What we would like the witnesses to do, so we can have 
more time for a dialog and not just reading paper at each other, 
is to summarize their statement. With the principal (Jovemment 
witnesses from the General Accounting Office and the Forest Serv- 
ice, we will give about 15 minutes apiece for their summary, and 
with the other witnesses on panel two, we will probably give about 
10 minutes for the summary. Panel two is a variety of people that 
have great concerns about the forests. 

The title of this hearing is “Oversight of the Management P*rac- 
tices at the U.S. Forest Service.” May I say they were not alone, 
the laggards on the balance sheet. You should ^ow that for the 
first time in the history of the country, the Congress has extracted 
a balance sheet from most Federal agencies and there has never 
been a balance sheet ever devised in the Federal Government since 
the first Congress met in New York in 1789. 

Starting in 1994 in a bipartisan effort of Democrats and Repub- 
licans in the then Democratic 103d Congress, we said you have 5 
years, to the executive branch to get in order so that we can get 
a balance sheet off of the entire branch to know where the money 
is, where it is going, how is it funded and so forth, just as a cor- 
poration, any non-profit, or any university would have to have. We 
thought at that time there would be only two agencies that would 
not make it. One would be the Internal Revenue Service, because 
they showed us the balance sheet in 1993, and we thought they 
were hopeless, and believe it or not, they made it. They have got 
a decent balance sheet. 

The other was the Pentagon, the Department of Defense. We did 
not think they could ever balance a sheet, and we were right, they 
still have not. We have been holding several different investiga- 
tions on that. One of them, I titled a hearing, “What Have You 
Done With the 25 Billion We Cannot Find?” Well, they came in 
after 2 years of searching and they now have got it down to 10 bil- 
lion, so we will give them another year and see if they can find the 
rest of it. 

What we have here is the need to go to the grassroots to talk to 
real people that have tough decisions to make every day in the 
msmagement of one of our great national institutions, which is the 
Forest Service, as well as the great recreation/conservation efforts 
that are made in this country by various agencies. So we will be 
talking a little bit about fiscal aspects and then we will get into 
some general policy aspects. 

I am delighted to have with me as a valued member of this com- 
mittee, Mr. Tom Davis, a Member of Congress, U.S. Representative 
from the northern Virginia area. Mr. Davis came to Congress many 
years ago as a page and then rose to be a very prominent attorney 
in his area, and was eJso head of the Fairfax County Board. In es- 
sence, he ran much of that county, since in the east, there is a dif- 
ferent type of county government generally than you have in the 
west. He is edso a subcommittee chair of the full committee, 
chairing the District of Columbia Subcommittee and has done a 
great job in helping to turn the Washington administration around. 
So, I am glad to have him on this little adventure, and welcome. 
Any opening remarks the gentleman has are welcome. 

[The prepared statement of Hon. Stephen Horn follows:] 
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Chairman, Subcommittee on Government Management, 
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A quorum being present, this hearing of the Subcommittee on Government Management, 
Information and Technology will come to order. Today, we will examine the management 
practices of the U.S. Forest Service. 

The Forest Service was established in 1905 by Congress and President Theodore 
Roosevelt. The President, in accordance with the Progressive movement, sought to run the 
agency on scientific principles. The Forest Service today has a wide range of responsibilities and 
is responsible for many valuable goods and services, including recreation, timber, watershed, 
wildlife and fish. 

Sometimes these responsibilities conflict with each other, in ways that arc frustrating for 
citizens. A citizen who >vishes to swim in a river in a National Forest may find the river tainted 
by minerals if extensive logging has occurred. A citi^n who wishes to make a house from 
timber harvested in a National Forest may pay more if the timber is unavailable. A citizen who 
wishes to hunt may have difficulty doing so if a tin^>er cut has destroyed an animal’s habitats. 
These priorities are occasionally in conflict. And who must arbitrate these conflicts? The Forest 
Service must play the part of Solomon ~ dividing the forests among these competing uses. 

Nobody doubts that the Forest S^vice faces daunting challenges. The Service is asked to 
reconcile competing interest groups in dozens of remote locations every day. Part of the problem 
is that the agency controls extraordinarily valuable resources. The value of the common goods — 
such as watersheds and wildlife habitats -- are incalculable. The value of other benefits add up to 
billions of dollars. These benefits include fishing, hunting, hiking, canoeing and other forms of 
recreation; timber, mining, and other forms of resource extraction. 
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In many ways, it is difficult to place exact values on the “production" of the Forest 
Service. Part of the value created is incalculable. The part that ought to be calculable — benefits 
enjoyed by a particular person - resource extraction and recreation - are also difficult to 
determine. 

Part of the key to this problem is accurate, timely financial information. Citizens and 
government officials can make informed policy judgments only if we have correct information. 
For the fiscal year ending September 31, 1997, the Forest Service was required to produce an 
audited financial statement. The March 1, 1998 deadline for this report has come and gone. We 
are still awaiting the report. Nearly every other agency has managed to accomplish this financial 
audit. The Forest Service is a laggard, well behind other Federal agencies. 

Part of the problem is outdated financial systems. In past years, the Forest Service did 
not have a financial system capable of generating information needed by management even to 
determine how well the agency was doing. Since it is impossible to get accurate information in 
Washington about Forest Service activities, many operations are run as local fiefdoms. This has 
led to a lack of accountability. 

The Forest Service is attempting to rectify these problems. However, since the Forest 
Service impacts the lives of millions of Americans, changes in the agency will receive great 
attention. 

Take the recreation fee demonstration project. For several decades, the Federal 
Government has been relying on fees to an ever-greater extent. Lands agencies, especially the 
National Park Service and Forest Service, have extensive needs that caimot continue to be met 
adequately through armual appropriations. Each year, national treasures are neglected. 

Therefore, we must examine the merits and demerits of using fees. Questions of access to the 
forest must be balanced against funding shortfalls. This pilot program has been very 
controversial and has generated much debate. This debate is healthy, and we all ought to 
welcome a discussion of the role of the Forest Service in providing a variety of goods and 
services. 

Our wimesses represent diverse groups from the Forest Service, the General Accounting 
Office, and private groups. We look forward to their testimony. 
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Mr. Davis. Mr. Chairman, I will be very brief. First of all, thank 
you for holding these hearings. We both have talked, of course, to 
some of the authorizing committee members, Chaiimsm Chenoweth 
on the authorizing subcommittee and the like in coordinating to 
make sure that the testimony here is shared with them and with 
the full committee Chairman Smith and others. 

Most of my district is inside the beltway. In the Washington area 
where our flower — ^the flower of northern Virginia is the asphalt 
cloverleaf. It is kind of a different culture altogether than we find 
out in the west where we have a lot of nation^ forests. I applaud 
the chairman for holding these hearings and talking a little bit 
about the Recreation Fee Demonstration Program and hearing tes- 
timony on that, and, of course, the Knutson-Vandenberg Act, which 
has evoked some controversy over the way those funds have been 
utilized. Nothing brings more conflict to the House floor than For- 
est Service issues when they come to the House floor, whether it’s 
during the appropriations debate or other environmental debates. 

We have a diverse group to hear from today and I look forward 
to hearing the testimony. I may not be able to stay for every part 
of it because I have a plane to catch a little bit later, but I assure 
you, I will read this testimony and share it with other members of 
this subcommittee and the authorizing committee as well. I appre- 
ciate everyone being here today. 

Mr. Chairman, once again, tnanks for holding these hearings. 

[The prepared statement of Hon. Tom Davis follows:] 
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OPENING STATEMENT OF REPRESENTATIVE TOM DAVIS 
Oversight of the MaiuigemeDt of the OtBee of Workers* Compensotion Prognuns 
Loog Beach, California 
Juiy 6, 1998 


Mr. Chairman, I am very pleased that the Committee is holding this hearing today to 
address concerns that have arisen regarding the operation of the Office of Workers* 
Compensation Programs (OWCP). I also vnant to thank our witnesses for being here today. 

The role of the Workers* Compensation Office is very important to our workers; I know 
that responsiveness and efBciency in the daily performance of OWCP is extremely critical to my 
own constituents. However, 1 and many of my constituents have been frustrated by the persistent 
lack of assistance and follow-up on the part of OWCP when we have submitted claims for their 
attention. 

Consistent failures to return phone calls, frequent changes in caseworicers handling 
particular cases, and the occasional inability to locate needed case files are all instances 
indicative of fundamental problems in the Workers* Compensation Office. Furtbermore, my 
own Congressional inquiries receive similar unre^nsive treatment from this office. Recently, 
my District Director came away from a meeting widi Mr. Michael Johnson, the OWCP District 
25 Director, feeling even more firustrated. From chat meeting, we discovered that the job 
turnover for a caseworker in the OWCP is six months, and that a caseworker’s decision is seldom 
questioned. I would like to give just a couple of examples of some problems faced by my 
constituents and by me, in pursuit^ their cases: 

• On December 19, 1997, Mr. Gregory Scott called my office for help with his 

woikers’ compensation case that was first opened in March, 19%. The basis of 
his claim was a recurrent injury to his left foot. He sought my assistance when he 
continually received no response to his phone messages or any timely follow-up 
in processii^ his case. The problems be encountered with OWCP include 
unexpected interruptions in compensation payments, long delays in 
reimbursement of out-of-pocket medical expenses, failure to correct errors in 
dates and compensation, and friilure to respond to letters. After prolonged delay 
in action on Mr. Scott’s case, his request for an Oral Hearing was remanded back 
to the OWCP for further review Just last week. 
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Page 2 

• On December 30, 1997, 1 sent an inquiry to OWCP on behalf of Ms. Mariann 
Smith. She suffered a knee injury from a fall at the Department of Defense and 
has been seeking reimbursement for treatment on a claim which was already 
accepted. On June 30th, 1 received a copy of a response addressed to Ms. Smith 
that was dated April 20, 1 998. The address for Ms. Smith was an old 
address— Ms. Smith never received that letter. 

While I understand that the OWCP is dealing with difficult cases and investigations on a 
daily basis, progressive action must be taken to ensure that our constituents receive the 
understanding and continuity they deserve when they seek their services. We must also be 
concerned about the cost to taxpayers of an office whose purpose is to investigate and resolve 
each of these cases in an efficient and timely maimer. Since the notice of this hearing was 
aimounced, I have received a call from the OWCP asking if “we were caught up” on some 
outstanding cases. However, I hope that we can explore ways to address these basic weaknesses 
together and ensure the permanent improvement in the way the Workers’ Compensation Office 
serves American citizens. 

That concludes my opening statement, Mr. Chairman. I look forward to hearing the 
testimony of our witnesses today. 
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Mr. Horn. Well, we thank you for coming. 

The first panel will come forward. We have Ms. Linda Calbom, 
Director, Civil Audits, U.S. General Accounting Office; Mr. Jim 
Meissner, Assistant Director of Resources, Community and Eco- 
nomic Development, U.S. General Accounting Office; Mr. Ronald 
Stewart, Deputy Chief for Programs and Legislation, U.S. Forest 
Service; Mr. Michael Rogers, Forest Supervisor, Angeles National 
Forest, U.S. Forest Service. If you, ladies and gentlemen, will stand 
and raise your right hands. 

[Witnesses sworn.] 

Mr. Horn. The clerk will note that all four witnesses have af- 
firmed, and we will start with Ms. Calbom, the Director of Civil 
Audits. I might add, the U.S. General Accounting Office is part of 
the legislative branch, it is a non-partisan agency. It has done out- 
standing work since it was created in 1921 as part of the Budget 
Act of that year which created the Bureau of the Budget for the 
President, and we call on them regularly to go into situations and 
look at not only the fiscal aspects but the proCTammatic aspects of 
an agency. Are they acting in accord with the laws past by the 
Congress or the Executive orders issued by the President? That is 
what we are here to hear from them today, and we will start with 
Ms. Calbom. 

STATEMENTS OF LINDA CAl^OM, DIRECTOR, CIVIL AUDITS, 
U.S. GENERAL ACCOUNTING OFFICE; JIM MEISSNER, ASSIST- 
ANT DIRECTOR OF RESOURCES, COMMUNITY AND ECO- 
NOMIC DEVELOPMENT, U.S. GENERAL ACCOUNTING OFFICE; 
RONALD STEWART, DEPUTY CHIEF FOR PROGRAMS AND 
LEGISLATION, U.S. FOREST SERVICE; AND MICHAEL ROG- 
ERS, FOREST SUPERVISOR, ANGELES NATIONAL FOREST, 
U.S. FOREST SERVICE 

Ms. Calbom. Thank you. I will be very brief. I have prepared a 

summary of my statement, so I will not need to take the 

Mr. Horn. You have 15 minutes, so 

Ms. Calbom. I think that will be plenty of time. 

Anyway, Mr. Chairman and Mr. Davis, I am pleased to be here 
to discuss our work on Forest Service financial management issues. 
As you know, the problems at the Forest Service are very deep 
seated with regard to its financial accounting and reporting sys- 
tems. 

In July 1996, the USDA Inspector General issued an adverse 
audit opinion, thereby concluding that Forest Service’s 1995 finan- 
cial statements were in effect totally unreliable. The IG’s findings 
represented a continuing pattern of unfavorable conclusions about 
the Forest Service’s financial statements. For 1996, the Forest 
Service did not prepare financial statements but chose instead to 
work on resolving some of the problems that had been identified in 
1995. 

As you have mentioned, Mr. Chairman, they are in the process 
of preparing finsincial statements for 1997. We understand the IG 
is in the process of finalizing his report on those statements. I 
think they should be out shortly, but you are correct, they are quite 
late. 
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Today, I will focus primarily on the analysis that we did of the 
1995 statements, those being the last available. This audit dis- 
closed a number of very serious financial management weaknesses, 
and most of these do continue to persist. I will ^so just touch brief- 
ly on Forest Service plans to address some of these weaknesses. 

The 1995 audit disclosed the fact that there were significant re- 
porting errors in the financial statements and supporting records. 
There was a lack of adequate policies and procedures to safeguard 
assets against unauthorized acquisition, use and disposition. And 
also, there was an inability to track accurately revenues and costs. 
Just to give you a few examples of the types of problems that they 
were having, there was $45 million in accounts receivable amounts 
owed to Forest Service from other agencies that was double count- 
ed. This, in effect, can overstate your budgetary resources avail- 
able. So this was a significant problem that was found. 

There were amounts due to others for contracted services that 
had to be estimated because Forest Service did not have a system 
where they could track the percentage of work completed. So they 
did not know how much was owed to these contractors at any point 
in time. And there was a $38 million adjustment to accounts pay- 
able, based on an analysis Forest Service did, that had to be made 
at year end. 

Also, there was not a reliable system for tracking the 378,000 
miles of roads that the Forest Service owns. I might just note, that 
is more than the mileage of our entire national highway system. 
They did some initial inventory counts on these roads. They are 
still working on them. In one region alone, there was $1.3 billion 
worth of these roads that were identified that had not been pre- 
viously recorded. 

And finally. Forest Service did not have adequate systems to ade- 
quately track revenues and total program and operating costs 
agency-wide. For example, they could not come up with the cost of 
fighting some major fires. This is again back in the 1995 report. 

These are just a few of the problems the IG found in their 1995 
audit. And these types of problems can lead to mismanagement 
and misuse of assets. They can lead to unnecessary budget re- 
quests and certainly inaccurate performance measures wluch, of 
course, is a big focus, you know, of late. And certainly, they are in- 
dicative of a general lack of accountability. 

The Forest Service in conjunction with the USDA chief financial 
officer and the IG has been working very diligently to try to resolve 
these problems. The goal was to correct the major deficiencies by 
the end of fiscal year 1999; however, because the problems are so 
deep seated progress has been very slow and it is not clear whether 
they will be able to meet that goal of correcting the problems by 
fiscal 1999. We understand that the IG’s recently concluded audit 
will again result in ein unfavorable report, and that the same major 
financial management deficiencies continue to persist at the Forest 
Service. 

That concludes my statement and I will be glad to answer any 
questions at the appointed time. 

Mr. Horn. Thank you very much. What we are going to do is 
have your colleague also start and then we will yield to the Forest 
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Service and then when all of that formality is done, we will get to 
questions for everybody and have a dialog. 

So we have now Mr. James K. Meissner, the Associate Director 
for Energy Resources and Science Issues, Resources, Community, 
and Economic Development Division, U.S. General Accounting Of- 
fice. 

[The prepared statement of Ms. Calbom follows:] 
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Mr. Chairman and Members of the Subcommittee: 

I am pleased to be here today to discuss the results of our work examining weaknesses in 
the Forest Service's financial accounting and reporting systems reported by the United 
States Department of Agriculture's (USDA) OfHce of Inspector General (IG). The Forest 
Service has been plagued by continuing financial management problems as evidenced by 
the IG's adverse opinion on the Forest Service's fiscal year 1995 financial statements. 

Due to the severity of these problems, the Forest Service did not prepare financial 
statements for fiscal year 1996, but chose instead to focus its efforts on problem 
resolution. Financial statements were prepared for fiscal year 1997, and the audit of 
those statements is near completion; as of July 1, 1998, the USDA IG was finalizing its 
report. Today, I will focus primarily on the fiscal year 1995 audit results which disclosed 
a number of serious weaknesses, most of which still exist today. I wUl also briefly 
discuss the Forest Service's plans to address these weaknesses. While some progress has 
been made, many hurdles still exist before the Forest Service will be able to achieve 
financial accountability. 

mSTORY OF nNANCIAL SHORTCOMINGS 

In July 1996, the USDA IG issued an adverse audit opinion, thereby concluding that the 
Forest Service's financial statements for fiscal year 1995 were uirreliable overall. The IG's 
findings represented a continuing pattern of unfavorable conclusions about the Forest 
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Service's financial statements. For fiscal year 1992 the IG also issued an adverse opinion 
due to the overall unreliability of the statements. For fiscal years 1993 and 1994, the IG 
issued qualified audit opiiuons and reported that the Forest Service's financial statements 
were unreliable due to pervasive errors in the field level data supporting the land, 
buildings, equipment, accounts receivable, and accounts payable accounts. Thus, many of 
the shortcomings in the Forest Service's accounting and financial data and information 
systems that continue to plague the agency today are largely attributable to long-standing 
problems. 

Among the more serious shortcomings cited by the IG in its report on the fiscal year 1995 
financial statements were that the Forest Service 

had significant reporting errors in its financial statements and the records that 
support those statements; 

could not demonstrate that its policies and procedures adequately safeguarded 
assets against unauthorized acquisition, use, or disposition; and 

- lacked financial systems that could accurately track revenues and costs. 

These shortcomings are discussed in greater detail below. 
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Errors in Financia] Statements 

The IG's report on the fiscal year 1995 financial statements and the notes to the financial 
statements identified numerous financial reporting errors. For example: 

- Estimated amounts of $45 million due to the Forest Service fi'om other federal 
agencies (accounts receivable) for reimbursable services provided were double 
counted on the Forest Service's financial records. This type of error called into 
question the validity of receivables and reimbursement activity reported by the 
Forest Service and potentially impaired meaningful analysis of such activity. 
Additionally, since these data were drawn from the same database used to produce 
budgetary information, misstatement of reimbursable services could have resulted 
in misstatement of budgetary resources available to carry out program activities. 

The Forest Service did not have a system that allowed it to accurately track 
amounts it owed to others (accounts payable) for contracted services. While the 
system could determine the amount the Forest Service obligated, it could not 
readily determine the percentage of work completed or the amount owed to the 
contractor. As a result, Forest Service managers had to resort to estimation of 
these amounts based on statistical sampling and testing of year-end obligations 
incurred. Based on this testing, the Forest Service concluded that accounts 
payable were understated by approximately $38 million, and it at^justed its records 
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accordingly. While the Forest Service's weaknesses in accounting for payables 
were not indicative of whether or not the Forest Service overobUgated funds, they 
precluded the Forest Service from readily knowing costs it had incurred and 
amounts it owed on projects at any given point 

These errors in basic financial records demonstrated that the Forest Service was not 
always able to determine the amount of funds spent, reimbursements it should have 
received, or the validity of recorded assets and liabilities. Certain of these financial 
reporting errors also indicated potential errors in budgetary data, particularly with regard 
to improperly reported reimbursements, which directly impact the amount of budgetary 
resources available. These errors also hampered Forest Service managers' ability to 
accurately report program performance measures as well as monitor income and spending 
levels for various programs and activities. 

Lack of Policies and Procedures to Safeguard Assets 

The IG report disclosed that the $7.8 billion in property, plant, and equipment reported by 
the Forest Service was erroneous because records for these assets were not consistently 
prepared, regularly updated, or supported by adequate documentation. Therefore, the 
correct quantities and costs of these assets were not determinable. Without systems in 
place to accurately track these assets, the Congress had no assurance that Forest Service 
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requests for additional funds to construct new roads and buildings and acquire new 
equipment were warranted. 

For example, the Forest Service lacked a reliable system for tracking its reported 378,000 
miles of roads,’ which we determined exceeds the mileage of the national highway 
system. The Forest Service started performing inventory counts in fiscal year 1995 in an 
effort to capture the amount invested in roads it owns. These initial counts identified 
$1.3 billion of roads in one region aione that had not been previously recorded. At that 
time, Forest Service officials estimated that this process would take several years to 
complete nationwide. 

The IG also reported inadequate safeguarding policies and procedures for equipment. 
Elquipment is susceptible to theft or misplacement because generally it can readUy be 
moved from one location to another. The lack of adequate procedures to account for 
equipment substantially increased Ute risk that items could be stolen without detection or 
be misplaced and consequently not available when needed. Also, the Forest Service's 
inability to identify certain equipment it owned and its location could have hampered 
activities of the Forest Service that utilized that equipment This situation could also have 
resulted in the Forest Service requesting additional appropriations to replace stolen or 
misplaced equipment 


‘The miles of roads are reported in the Forest Service's 1995 Report of the Forest Service . 
Page 5 
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Lack of Systems to Track Revenues and Costs 

The IG also concluded that the Forest Service did not have adequate systems to track 
revenues and total program and operating costs agencywide. For example, the IG 
reported that the Forest Service could not calculate the costs of large fires without 
manually atljusting the accounting systems. Additionally, our prior work disclosed the 
Forest Service's inability to capture the revenues and related costs of various programs 
and activities.^ This capability is especially important because the Forest Service should 
have accurate historical revenue and cost data that can be used as the basis for 
determining the amount of money to request fi-om the Congress to fund future projects 
and operations. The ability to track costs and revenue is also important for the Forest 
Service given its (1) relatively unique role in collecting revenues from timber sales and 
fees from activities, such as grazing and national forest use, and (2) authority and 
flexibility in using a portion of those revenues to carry out certain missions. 

CORRECTIVE ACTIONS 

Forest Service officials determined that planned corrective actions could not be 
completed in time to improve the Forest Service's fiscal year 1996 financial data. As a 
result, the agency did not prepare financial statements for fiscal year 1996. Instead, the 


^tter dated June 19, 19%, from GAO to the Chairmen of the House Committee on the 
Budget and the House Committee on Resources. 
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Forest Service, USDA's Office of the Chief Financial Officer (OCFO), and the IG agreed to 
work together to address the problems identified in the fiscal year 1995 IG audit report. 

The Forest Service's goal was to correct some of the deficiencies during fiscal year 1997 
and to achieve financial accountability by the end of fiscal year 1999. In August 1997, we 
reported^ that it was doubtful that the Forest Service could achieve financial 
accountability by the end of fiscal year 1999 if management and staff commitment 
wavered, plarmed tasks were not accomplished, and sufficient resources were not 
provided. Our most recent report in February 1998* concluded that while corrective 
measures were under way, few of the problems reported by the IG in the fiscal year 1995 
audit report had been fully resolved. Thus, we reported, it was not yet clear whether the 
Forest Service would be successful in its efforts to resolve these problems by the end of 
fiscal year 1999. 

The IG recently concluded its audit of the Forest Service's fiscal year 1997 financial 
statements and was preparing its report as of July 1, 1998. However, we understand that 
because of the continuing financial accounting and reporting shortcomings, the IG will 
issue an urdavorable report on the fiscal year 1997 statements. 


^ Financial Management: Forest Service’s Progress Toward Financial Accountability 
(GAO/AIMD-97-151R, August 29, 1997). 


* Forest Service: Status of Progress Toward Financial Accountability (GAO/AIMD-98-84, 
February 27, 1998). 
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Mr. Chairman, this concludes my statement I would be glad to answer any questions that 
you or the Members of the Subcommittee may have. 
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Mr. Meissner. Mr. Chairman and Mr. Davis, Linda and I rep- 
resent different parts of GAO. Linda represents the accounting 
piece and I represent the program piece, but in this peirticular tes- 
timony today we support each other. I will be talking about the K- 

V Fund, or the Knutson-Vandenberg Fund, as an example of what 
Linda talked about earlier in terms of financial management prob- 
lems in the Forest Service. So we are working together today. 

We appreciate the opportunity to be here today to provide infor- 
mation on some of our work on the Forest Service’s Knutson-Van- 
denberg Fund, commonly referred to as the K-V Fund. Essentially, 
this fund is the primary source of the Forest Service moneys used 
for the reforestation of timber harvest areas. The fund is also used 
to improve timber stands and other renewable resources within 
harvested areas. Although the amount of expenditures from the K- 

V Fund may vary from year to year, last year, 1997, a little more 
than $166 million was expended. 

As requested, our statement today is drawn primarily from our 
June 1996 report on the shortcomings of the administration of the 
K-V Fund, llie report addressed the following four issues: (1) The 
transfers from the K-V Fund that have not been fully restored; (2), 
the effect of unrestored transfers on plaimed projects; (3) the lack 
of financial information to ensure compliance with the K-V Act re- 
quirements; and (4) the lack of a standardized methodology for cal- 
culating and limiting program support costs, commonly called over- 
head. We will also discuss the Department of Agriculture’s subse- 
quent actions on our recommendations. 

In summary, between 1990 and 1996, $645 million was trans- 
ferred from the K-V Fund which had not been reimbursed. To as- 
sist the Congress in its consideration of any future requests for ap- 
propriations to restore previously transferred funds, we rec- 
ommended that the Secretary of A^culture report to the Congress 
on the financied status of the K-V Fund. Since our report, the De- 
partment has begun providing the Congress with additional infor- 
mation on the financial status of the fund. In fiscal 1997, the Con- 
gress acted on that information by providing $202 million in addi- 
tional money to at least partially reimburse the K-V Fimd. At the 
beginning of fiscal year 1998, the K-V Fund still had an unrestored 
balance of $493 million. 

The Secretary of Agriculture has not directed the Forest Service 
to revise the list of K-V projects to take into account the actual 
balance in the K-V Fund, as we have recommended. The Depart- 
ment stated that it would not require such a list until it was cer- 
tain that the K-V Fund was going to run out of money. 

Although the K-V Act requires the K-V Fund expenditures in 
one sale area be limited to amounts collected in the same area, the 
Forest Service does not collect expenditure data on a sale-by-sale 
basis. We recommended that the ^cretary of Agriculture direct the 
Forest Service to perform an jmalysis of alternatives to obtain the 
financial data necesseuy to ensure compliance with the act. The De- 
partment of Agriculture has not implemented our recommendation. 
The Secretary of Agriculture indicated that he did not believe such 
an analysis was necessary and that the Forest Service methods ful- 
filled the requirements of the act. 
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At the time of our 1996 report, the Forest Service did not have 
a system in place to ensure the consistent handling of program 
support charges for the K-V program. We recommended that the 
Secretary of Agriculture require all organizational units to use a 
standardized methodology for assessing and withholding the sup- 
port costs for the K-V program that would limit expenditures for 
program support to the amounts collected for such purposes. Since 
the time of our report, the Forest Service has completed an anal- 
ysis of the methodological changes that are needed to standardize 
the Forest Service’s practices for assessing and withholding pro- 
gram support costs for the K-V program and the results of their 
work should be finally published in September 1998. 

To add a little bit of background to what the Forest Service may 
be talking about in some of their response, I will just read a couple 
of more items and then I will turn it hack over to you. 

The Knutson-Vandenberg TVust Fund allows portions of receipts 
from timber sales to be deposited in the K-V Fund to be used to 
reforest timber sale areas. In addition to being used for planting 
trees, these deposits may also be used for eliminating unwanted 
vegetation and for protecting and improving the future productivity 
of renewable resources on forest lands in sale areas, including sale 
area improvement operations, maintenance, construction, and wild- 
life habitat management. 

Reforestation is needed where timber harvests or natural disas- 
ters have depleted the existing timber stands. In fiscal 1997, about 
$166 million was expended from the K-V Fund for reforestation 
and related projects. The majority of the K-V moneys — about $115 
million — ^was used to fund direct reforestation activities. In addi- 
tion to the direct reforestation expenditures, about 51 million was 
used for costs incurred to support and manage the reforestation 
program, such as rents, utilities, computer programs and the sala- 
ries of proCTam support staff. 

Federal law permits the Forest Service to transfer amounts from 
the K-V Fund to supplement the Forest Service’s firefighting funds 
when emergencies arise. The Forest Service is not authorized to re- 
store those amounts that have been transferred. Congressional ac- 
tion is required. 

The Forest Service’s oversight and management of the K-V Fund 
and the reforestation program are very decentralized. Forest Serv- 
ice headquarters and the nine regional offices establish policy and 
provide technical direction to forest offices. The forest offices, in 
turn, provide general oversight to district offices and help the dis- 
tricts plem K-V projects. The district ranger is responsible for over- 
seeing the planning and implementation of actual K-V projects. 

Mr. Chairman, on the basis of the Department of Agriculture’s 
response to our recommendations, it appears that it has taken posi- 
tive actions to better inform the Congress about the magnitude of 
transfers from the K-V Funds for emergency firefighting activities 
and has recognized the need for a standard methodology. The De- 
partment of Agriculture has not implemented our recommendations 
concerning revising a list of K-V projects downward to recognize 
the unrestored balance, and it has not accepted on it has not come 
up with an alternative to sale-by-sale accounting on the K-V funds. 
We continue to believe that actions are needed in these two areas. 
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We will be pleased to respond to any questions that you and Mr. 
Davis might have. 

Mr. Horn. Well, we thank you very much. We will now turn to 
the Forest Service, and I must say, that has historically been one 
of the most professional CTOups in the U.S. Government, starting 
with that great figure at the early turn of the century, Gifford Pin- 
chot. Chief Forester. 

I have been to school at the CTaduate level with a number of peo- 

{ )le from the Forest Service. Tliey, as with the military, have be- 
ieved in investing resources in their people to improve them 
through higher education. 

So we welcome here today, Mr. Ronald Stewart, the Deputy Chief 
for Programs and Legislation of the U.S. Forest Service. Mr. Stew- 
art. 

[The prepared statement of Mr. Meissner follows:] 
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Mr. Chairman and Members of the Subcommittee: 

We appreciate the opportunity to be here today to provide information on some 
of our work on the Forest Service's Knutson-Vandenberg Trust Fund, commonly 
referred to as the K-V Fund. Essentially, this fund is the primary source of Forest 
Service moneys used for the reforestation of timber harvest areas. The fund is also 
used to improve timber stands and other renewable resources within the harvested 
areas. Although the amount of expenditures from the K-V Fund may vary from year to 
year, expenditures for fiscal year 1997 were a little more than $166 million. 

As requested, our statement today is drawn primarily from our June 1996 report* 
on shortcomings in the administration of the K-V Fund. The report addressed the 
following issues; (1) the transfers from the K-V Fund that have not been fully restored, 
(2) the effect of unrestored transfers on plaimed projects, (3) the lack of financial 
information to ensure compliance with the K-V Act requirements, and (4) the lack of a 
standardized methodology for calculating and limiting program support costs. We will 
also discuss the Department of Agriculture's subsequent actions on our 
recommendations to improve the management of the K-V program. In summary: 

- Between 1990 and 1996, $645 million was transferred from the K-V Fund to 
support emergency firefighting activities that was not reimbursed. To assist 
the Congress in its consideration of any future requests for appropriations to 
restore previously transferred funds, we recommended that the Secretary of 
Agriculture report to the Congress on the financial status of the K-V Fund, The 
Department has begun providing the Congress with additional information on 
the financial status of the K-V Fund. In fiscal year 1997, the Congress acted 
upon that information by providing $202 million to partially repay moneys 


‘ Forest Service's Reforestation Funding: Financial Sources. Uses, and Condition of the 
Knutson-Vandenberg Fund (GAO/RCED-96-15, June 21, 1996). 
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transferred from the K-V Fund. At the beginrung of fiscal year 1998, the K-V 
Fund had an unrestored balance of about $493 million. 

The Secretary of Agriculture has not directed the Forest Service to revise the 
list of planned K-V projects to take into account the actual balance in the K-V 
Fund, as we recommended. The Department stated that it would not require 
such a list until it was certain that K-V funding for the year was inadequate. 

Although the K-V Act requires that K-V Fund expenditures in one sale area be 
limited to amounts collected in the same area, the Forest Service does not 
collect expenditure data on a sale-by-sale basis. We recommended that the 
Secretary of Agriculture direct the Forest Service to perform an analysis of 
alternatives (including the costs and benefits of each alternative) to obtain the 
financial data necessary to ensure that the K-V Fund's expenditures in one sale 
area are limited to the amounts collected from that area, as required by the K- 
V Act. The Department of Agriculture has not implemented our 
recommendation. The Secretary of Agriculture indicated that he did not 
believe such an analysis was necessary and that the current Forest Service 
methods fulfilled the requirements of the K-V Act. 

At the time of our 1996 report, the Forest Service did not have a system in 
place to ensure the consistent handling of program support charges for the K-V 
program agencywide. We recommended that the Secretary of Agriculture 
require all organizational levels to use a standardized methodology for 
assessing and withholding the support costs for the K-V program that would 
limit expenditures for program support to the amounts collected for such 
purposes. Since that time, the Forest Service has completed an analysis of the 
methodological changes that are needed to standardize the Forest Service's 
practices for assessing and withholding program support costs for the K-V 
program and the results of the agency's work should be implemented when the 
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practices become part of the Forest Service's directives in September 1998. 
BACKGROliND 

The Knutson-Vandenberg Trust Fund, as authorized by the Act of June 9, 1930, as 
amended (16 U.S.C. 576-576b), allows portions of the receipts from timber sales to be 
deposited into the K-V Fund to be used to reforest timber sale areas. In addition to 
being used for planting trees, these deposits may also be used for eliminating 
unwanted vegetation and for protecting and improving the future productivity of the 
renewable resources on forest land in sale areas, including sale area improvement 
operations, maintenance, construction, and wildlife habitat management. 

Reforestation is needed where timber harvests or natural disasters have depleted 
the existing timber stands. In fiscal year 1997, about $166 million was expended from 
the K-V Fund for reforestation and related projects. The m^ority of the K-V moneys- 
about $115 million in fiscal year 1997-was used to fund direct reforestation activities. 
In addition to the direct reforestation expenditures, about $51 million was used for 
costs incurred Co support and manage Che reforestation program, such as rents, 
utilities, computer equipment, or the salaries of program support staff. 

Federal law permits the Forest Service to transfer amounts from the K-V Fund, as 
well as other Forest Service appropriations, to supplement the Forest Service's 
firefighting funds when emergencies arise. The Forest Service is authorized to 
advance money from any of its appropriations and trust funds to pay for fighting 
forest fires. The Forest Service is not authorized to restore amounts so transferred. 
Congressional action is required to restore such funds. 

The Forest Service's oversight and management of the K-V Fund and the 
reforestation program are decentralized. Forest Service headquarters and the nine 
regional offices establish policy and provide technical direction to forest offices. The 
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forest offices, in turn, provide general oversight to district offices and help the 
districts plan K-V projects. The district ranger is responsible for overseeing the 
planning and implementation of K-V projects. 

K-V FUND HAS NOT BEEN FIJIXY RRlMRlIRSF.n 

Between 1990 and 1996, the Forest Service transferred about $645 million from 
the K-V Fund for emergency firefighting activities that had not been fully reimbursed. 
Since these transfers had not been reimbursed, these funds were unavailable for K-V 
projects. In the past, when such transfers were made, the Department of Agriculture 
requested and received supplemental appropriations to restore the transferred moneys, 
generally within 2 years of the original transfer. However, in more recent time, the 
Department of Agriculture had not submitted a request for a supplemental 
appropriation to the Congress. It was not until March 15, 1996, that the Department of 
Agriculture submitted a request for supplemental appropriations to the Office of 
Management and Budget for the $420 million transferred during fiscal years 1990, 1992, 
and 1995. After an additional $225 million was transferred firom the K-V Fund in 1996, 
the Congress, in 1997, provided $202 million from the emergency firefighting 
appropriation as a partial reimbursement of the K-V Fund, At the beginning of fiscal 
year 1998, the K-V Fund had an unrestored balance of about $493 million. 

To provide the Congress with the information it needs to consider any future 
requests for appropriations to restore previously transferred funds, we recommended 
that the Secretary of Agriculture report to the Congress on the financial status of the 
K-V Fund. The Department of Agriculture has informed the Congress about the 
general dimensions of the K-V funding issue on several occasions, and that information 
has resulted in some replenishment of the K-V fund. For example, the Fiscal Year 
1997 Omnibus Appropriation Bill provided additional appropriations for emergency 
firefighting, and $202 million was apportioned to the K-V Fund in January 1997. In 
addition, the Department has begun providing the Congress with information on the K- 
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V Fund balance at the beginning of each fiscal year, expected K-V collections during 
the year, and expected K-V expenditures so that the impact of future firefighting 
transfers can be assessed, 

UNRESTORED FIREFIGHTINr. TRANSFF.RS 
.JEOPARDIZE SOME PIANNED PRaiECTS 

Although the Forest Service acknowledged that failure to restore the amounts 
transferred from the K-V Fund would potentially disrupt the K-V program, forest and 
district offices continued to operate and plan for future reforestation projects as if the 
transfers had not occurred. Furthermore, the Forest Service had not informed the 
Congress of the impact that the funding shortfall would have on the agency's 
reforestation activities or developed a plan or strategy for reallocating the remaining 
funds to the highest-priority projects. 

Although timber receipts of as much as $200 million had been added to the fund 
armually, the Forest Service will not be able to pay for all of its plaimed projects, 
estimated in fiscal year 1996 at about $942 million, unless the moneys transfened fi-om 
the K-V Fund for firefighting purposes are restored. 

We recommended that if the administration decides not to forward to the 
Congress the Department's request for restoration of the funds transferred for 
firefighting purposes, or the Congress decides not to restore these funds during the 
fiscal year 1997 budget considerations, the Secretary of Agriculture should direct the 
Chief of the Forest Service, by the end of fiscal year 1997, to revise the list of planned 
K-V projects to take into account the actual balance in the K-V Fund. 

The Department has not implemented this recommendation and believes that the 
Forest Service had sufficient funding to meet all K-V requirements for 1998 and that 
revising the list of K-V projects downward to match the reduced K-V funding would be 
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both speculative and not creditable. The Department added that it would not require 
such a list until it was certain that K-V funding for the year was inadequate. In that 
event, it would provide the Congress with a generic description of the types of K-V 
activities that would be dropped. 

FnRF,.ST SERVICK CANNOT ENSURE COMPLIANCE 
WITH THE K-V ACT'S RKQinREMFNT 

The K-V Act requires that the K-V Fund expenditures in any one sale area not 
exceed the amount collected in that sale area. To facilitate the management of K-V 
projects and the accounting for K-V funds, however, the Forest Service allows each 
forest to pool its K-V collections for each timber sale into a forest-level fund, 
commonly called a K-V pool. At the end of each fiscal year, each forest is required to 
create a balance sheet showing the cash available for its K-V projects, the projected 
collections from ongoing sales, and the estimated costs for planned projects. 

The Forest Service does not have the financial management information and 
controls needed to ensure compliance with the K-V Act prohibition limiting K-V Fund 
expenditures on Individual sale areas to the collections from those same sale areas. 
Collections are recorded for individual sales, whereas expenditures are managed and 
recorded in total at the district level rather than by individual sales. By allowing each 
forest to pool K-V collections without adequate financial controls and information, the 
Forest Service cannot ensure that trust fund expenditures do not exceed collections 
for a given sale area. 

We recommended that the Secretary of Agriculture direct the Chief of the Forest 
Service to perform, in consultation with the Chief Financial Officer, an analysis of 
alternatives (including the costs and benefits of each alternative) to obtain the 
financial data necessary to ensure that the K-V Fund's expenditures in one sale area 
are limited to the amounts collected from that area, as required by the K-V Act. 
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The Secretary of Agriculture did not request that the Forest Service analyze 
alternatives to the sale-by-sale accounting system that would ensure compliance with 
the K-V Act. The Secretary indicated that he did not believe such an analysis was 
necessary and that the current Forest Service methods fulfilled requirements of the K- 
V Act. We continue to believe that the Forest Service's current information systems 
and controls do not provide assurance that the expenditures in one sale area do not 
exceed the collections from that sale area as required by law. 

FOREST SER\TCE LACKS AN EFFECTIVE METHOD 

FOR CALCUIJVTING AND LIMITING PROGRAM SUPPORT COSTS 

The Forest Service collects a certain amount of K-V funds on each timber sale to 
pay for the costs of supporting the program at all organizational levels. The regions 
and forests issue guidance that specifies the percentage of K-V fimds that should be 
collected from individual sale areas to support the program at the forest, regional, and 
Washington offices. The agency's overall guidance, however, does not explain how 
individual regions or forests should calculate and limit amounts for program support. 

If the allocations for support costs are not limited to the amount collected, however, 
funds available for project expenditures in sales areas could be insufficient. 

Only one forest we visited during our 1996 review limited its use of K-V funds for 
program support to the amounts collected for that purpose. For three of the forests, 
the regions did not restrict their expenditures for program support to the amounts that 
had been collected, nor did the forests limit the amount spent for program support at 
the forest level. For example, if a project costs $100, the forest might instruct the 
district to collect an additional 20 percent of the project's cost, or $20, to cover the 
cost of supporting the program. When the forest allocated funds for a project to the 
district, it withheld funds to cover the forest's support costs. However, rather than 
limiting these withholdings-to continue our example-to 20 percent of the project's 
cost, or $20, the forest would withhold 20 percent of the total cost ($120) or $24. This 
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method of determining support costs would reduce the amount available for project 
work to $96, $4 less than the projected need. 

We recommended that the Secretary of Agriculture direct the Chief of the Forest 
Service to require all organizational levels to use a standardized methodology for 
assessing and withholding the support costs for the K-V program that would limit 
expenditures for program support to the amounts collected for such purposes. 

The Secretary of Agriculture directed the Chief of the Forest Service to establish 
a standardized methodology for assessing and withholding program support costs for 
the K-V program, and the Forest Service formed a task force to recommend what that 
standardized methodology would be. ITie task force completed its work in November 
1997, and the Forest Service estimates that the corrective action will be fully 
implemented when the recommended changes become part of the agency's directives 
in September 1998. 


Mr. Chairman, on the basis of the Department of Agriculture's response to our 
recommendations, it appears that it has taken positive actions on our 
recommendations to better inform the Congress about the magnitude of transfers from 
the K-V Fund for firefighting purposes and the need to establish a standardized 
methodology for assessing and withholding program support costs for the K-V 
program. The Department of Agriculture has not implemented our recommendations 
concerning revising the list of K-V projects downward because of inadequate funding 
or performing an aitalysis of alternatives to a sale-by-sale accounting of K-V Fund 
expenditures. We continue to believe that action is needed in these areas. We will be 
pleased to respond to any questions that you or the Members of the Subcommittee 
may have. 

(141233) 
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Mr. Stewart. Thank you, Mr. Chairman, and Mr. Davis. I am 
pleased to be here with you this morning to discuss with you man- 
agement practices of the Forest Service. 

I would like to share with you some of the steps that we are tak- 
ing to address some of the specific concerns about management and 
accountability, related to the recreation fee demonstration program, 
financial management, and to the overhead costs for the Knutson- 
Vandenberg Fund, or so-called K-V Fund. I believe that, Mr. 
Chairman and Mr. Davis, we share a common view of maximizing 
the public benefits of each dollar that the Forest Service spends, 
and I assure you that the Chief and leadership of the Forest Serv- 
ice are committed to correcting the deficiencies in our financial 
management system. 

I would like to give you just a brief overview from a national per- 
spective on these issues and then that will be followed by a local 
view provided by Mike Rogers, the Forest Supervisor on the Ange- 
les National Forest. 

First of all, the Forest Service consists of three components, the 
National Forest System where we manage more than 191 million 
acres of public land in the United States, under a multiple-use 
mandate; research and development where we conduct studies and 
provide scientific information related to the management, use and 
protection of all of the Nation’s natural resources; and finely. State 
and private forestry, where we provide information, technical as- 
sistance, and financial assistance through the State foresters to 
help assure sound stewardship of the Nation’s State and private 
forest lands. 

The Forest Service operates under a number of mandates, includ- 
ing the Multiple-Use Sustained Yield Act of 1960, the National For- 
est Management Act of 1976, the Forest and Rangeland Renewable 
Resources Planning Act of 1974, the Forest and Rangeland Renew- 
able Resources Research Act of 1978, and the Cooperative Forestry 
Assistance Act of 1978. We also operate under a number of envi- 
ronmental laws enacted to protect the Nation’s environment, such 
as the Endangered Species Act, the Clean Water Act, the Clean Air 
Act, and the National Environmental Policy Act. 

With over 28,000 full time employees and a total work force, par- 
ticularly this time of year with fires season, of up to 43,000, the 
Forest Service’s job is complex, as Mr. Chairman, you recognized 
in your opening comments. We often find ourselves caught in the 
midst of social change, shifting priorities, and oftentimes between 
conflicting political priorities. It is critical that we have sound busi- 
ness management practices to ensure that the monetary and 
human resources which are entrusted to us are used in a wise 
manner. We fully support and remain committed to the full imple- 
mentation of all of the laws which define the Nation’s environ- 
mented policies and our mandates. 

I would first like to address the Recreation Fee Demonstration 
Program. First of all, just a little bit of background. Almost 95 per- 
cent of all Americans engage in some sort of outdoor recreation 
every year. The national forests are the largest single supplier of 
public outdoor recreation, posting 850 million visits in fiscal year 
1997, and that number is growing, expected to be nearly a billion 
by the year 2000. 
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Congress authorized the Recreation Fee Demonstration Program 
in fiscal year 1996. The program authorized the Forest Service and 
the public land agencies, the Department of Interior, to test the col- 
lection, retention, and re-investment of new recreation admission 
and user fees on up to 100 projects in each agency. Before this pro- 
gram, the Forest Service was limited to charging user fees at a lim- 
ited number of sites and could not retain collections for use at the 
charge sites or an 3 rwhere else in the National Forest System. We 
must meet our recreation objectives through creative and innova- 
tive approaches, such as a fee demonstration program, partner- 
ships, and volunteers. 

The Forest Service aggressively began implementing the program 
in June 1996. At the end of fiscal year 1997, receipts grossed over 
$8 million from the 40 projects ongoing in that initial year. An ad- 
ditional 52 projects will begin collection during this fiscal year and 
the next fiscal year in 28 States and in all of the Forest Service 
regions. In fiscal year 1997, the program provided a much needed 
$8.7 million for critical recreation investments and improved cus- 
tomer services. 

The Forest Service strongly supports the Recreation Fee Dem- 
onstration Program as an essential part of meeting the increased 
demand for quality recreational facilities and services to the public. 
It is essential that base-level appropriations for recreation continue 
so that we can demonstrate a clear value added to the public for 
the fees they pay. 

Based on survey results, the public generally accepts the fees as 
long as most of the money goes back to improve the area they are 
paying for. However, some very much dislike paying fees for what 
they have historically enjoyed for free. Acceptance is increasing 
over time as the public becomes aware of the program and begins 
to see positive results from the investments back into the areas 
that they are using. 

Mr. Chairman, I strongly believe that long term implementation 
of the Recreation Fee Demonstration Program is necessary to keep 
up vrith the rapidly increasing demands placed on Federal recre- 
ation facilities. We will continue to evaluate the program through 
the testing period and share with you and the American public 
what we have learned. 

About financial management, I know that you have heard, espe- 
cially here this morning, some of the problems we face with our fi- 
nancial management systems and those are really only some. In 
fact, the chief testified in a historic joint committee hearing on 
March 26, specifically to address financial management and ac- 
countability in the agency. We clearly admit we have problems, we 
do take them quite seriously and we are taking significant actions 
to improve our financial management and accountability to Con- 
gress and the public, but as you heard this morning, we have a 
long way to go. 

So far, we have implemented a major restructuring of the busi- 
ness operations of the Forest Service to give equal weight to the 
business side of it as we have given to the natural resource side. 
This includes hiring a chief operating officer from the private sec- 
tor, a former CEO of a couple of corporations, and recruitment of 
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a chief financial officer to focus on all of the financial edfairs of the 
agency. 

We have reduced our work force by 15 percent, almost 25 percent 
in the national headquarters alone, consolidated administrative 
and business offices, developed public-private peirtnerships to de- 
liver agency services for less money, and established customer serv- 
ice standards in order to reduce the costs of delivery of our pro- 
grams. 

The chief has announced a natural resources agenda for the 21st 
century that will focus the agency on high-priority actions and ac- 
tivities to improve health of the land and better define our multiple 
use program. 

We are working with Congress to implement the Government 
Performance and Results Act of 1993. This includes implementing 
land-based and business management performance measures in 
every line officer’s individual performance standards. We anticipate 
specific congressioned oversight on our performance as outlined in 
our fiscal year 1999 annual performance plan, which is the first 
that anybody has produced — ^that also govemmentwide — it is the 
first time the Government has produced strategic plans for every 
agency, and performance plans for every agency. 

We are implementing an integrated accounting system, the 
Foimdation Financial I n formation System, which when imple- 
mented will enable policymakers and managers to quickly find and 
understand the costs associated with specific activities. I will say, 
however, we have encountered major problems in the implementa- 
tion of that and that is one of the reasons, as Mr. Meissner pointed 
out, we have been having difficulties meeting the performance 
standard we set for ourselves to have a clean flnancial report by 
the end of this next fiscal year. 

We have issued a desk guide for financial management to inform 
Forest Service employees throughout the entire field structure of 
methods to record and organize information. 

We are in the process of recruiting a limited number of highly 
qualified msmagement personnel who will complement the excellent 
natural resource management skills of the agency with expertise in 
modem financial management practices, and we have established 
a business management teaun to review our budget and accounting 
activities and to recommend ways we can simplify and improve our 
business systems. 

These ideas represent some of the recommendations mven to us 
by Coopers & Lybrand, who the chief commissioned to help us re- 
spond to concerns raised by the General Accounting Office and the 
Office of Inspector General. We have been working closely, as has 
been said earlier, with the Office of Inspector General and the chief 
financial officer of the Department of Agriculture in improving our 
business management practices. We are open to other ideas too, 
and hope the committee will feel free to suggest changes that will 
improve efficiency and public service. Our goal is ultimately to 
bring dramatically improved accountability to the Forest Service. 

Finally, I would like to talk a little bit about the Knutson-Van- 
denberg Fund. The K-V Fund was authorized by an act of Con- 
gress in June 1930. The act establishes a trust fund using deposits 
made by timber purchasers to reforest timber sale areas. The au- 
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thority has been expanded over the years to include eliminating 
unwanted vegetation on lands cut over by the purchaser and pro- 
tecting and improving the future productivity of the renewable re- 
sources on the forest land within the sale area. This includes sale 
area improvement operations, maintenance, construction, reforest- 
ation, and wildlife habitat management. The K-V Act explicitly au- 
thorizes the Secretary of Agriculture to collect deposits to cover the 
cost to the United States of these activities. 

In response to a 1996 General Accounting Office audit, the one 
referred to earlier, the Forest Service assembled a task force to find 
better ways to limit K-V expenditures for indirect costs to the 
amounts collected for this purpose and to achieve better consist- 
ency and standardization of indirect costs. The task force report 
was issued in November 1997 and we are taking the following ac- 
tions to strengthen our business operations with respect to use of 
K-V funds. 

First of all, we are instituting national standard definitions for 
indirect costs. We are clari^ng and standardizing procedures for 
the calculation of equitable indirect charges consistent with how we 
deal with those indirect charges with our appropriated dollars. We 
are strengthening the linkage between K-V work planning and 
budget planning, so that we achieve a more direct tie between the 
sale area improvement plan and the K-V program of work. Finally, 
we are improving our internal oversight proc^ures. 

We have been challenged in court on the legality of K-V assess- 
ments for overhead costs. On June 3, we filed in the U.S. District 
Court in San Francisco, a motion for summary jud^ent, in which 
we contend that the Forest Service may use K-V funds to pay for 
the program’s indirect costs for three reasons. First, the necessary 
expense doctrine, a basic principle of appropriation law, authorizes 
the challenged expenditure. Second, me Forest Service’s long- 
standing use of K-V funds for indirect costs has been expressly 
ratified by Congress’ fiscal review agent, the Comptroller General, 
and implicitly accepted by Congress itself. Finally, appropriations 
law upholds the agency’s discretion to choose between arguably 
availaole funding choices whereas here the agency has consistently 
adhered to its choice for a period of 50 years. 

With your permission, I would like to submit for the record that 
motion for summeuy judgment. 

Mr. Horn. Without objection, it will be inserted at this point in 
the record. We will be having some questions on that very point. 

Mr. Stewart. Thank you. 

[Note. — ^The information referred to is held in the subcommittee 
files.] 

Mr. Stewart. The implementation of K-V projects on the ground 
involves the same kinds of people and resources that we need to 
implement projects using appropriated fiinds. Our policy simply 
says that the trust funds, such as K-V, should pay their equitable 
share of these costs, applying the same principles that we use to 
determine indirect costs for the discretionary programs. Indirect 
costs are a real and necessary part of getting the job done on the 
ground. However, we firmly intend to make significant improve- 
ments in our business proc^ures and to become more accountable 
in the use of these trust funds. 
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That concludes my prepared remarks and we would be glad to 
£inswer questions after Mike Rogers, the supervisor on Angeles, has 
an opportunity to address these same issues from a locsd context. 

Mr. Horn. Well, thank you very much. Mr. Michael Rogers is the 
forest supervisor for the Angeles National Forest. Welcome. 

[The prepared statement of Mr. Stewart follows:] 
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 


Thank you for the opportunity to be here to discuss management practices of the Forest Service 
on the Angeles, Wenatchee, and Okanogan National Forests (NFs). I am accompanied by 
Michael J. Rogers, Forest Supervisor on the Angeles NF, Sonny O’Neal, Forest Supervisor on 
the Wenatchee NF, and Samuel Gehr, Forest Supervisor on the Okanogan NF. 


The focus of this hearing is to discuss issues related to financial management, the Knutson- 
Vandenberg (K-V) Fund, recreation and the recreation fee demonstration program, and below 
cost timber sales. I view this hearing as a good opportunity to share with you the steps that this 
agency has taken to address these particular programs and activities and to explain how 
particular systems work. Mr. Chairman, I believe we share the common view of maximizing the 
public benefits of each dollar that this agency spends for land management, research, private land 
assistance, and other Forest Service authority. I will begin with a brief overview of the agency 
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and provide a national perspective on these issues, followed by a local view from the Forest 
Supervisorfs), and then we will respond to your questions. 

Overview 

The Forest Service consists of basically three components: the National Forest System, where we 
manage more than 19 1 million acres of public lands in the United States, Research, where we 
conduct studies and provide scientific information related to forest resources, and State and 
Private Forestry, where we provide information and technical and financial cost-sharing 
assistance to help assure sound stewardship and use of the vast state and private forest lands of 
the United States. Caring for the land and serving people is our motto and the foundation of 
everything we do. 

The National Forest System lands are managed in accordance with the Multiple-Use Sustained 
Yield Act of I960 (MUSYA), the Forest and Rangeland Renewable Resources Planning Act of 
1 974 (RPA), and the National Forest Management Act of 1976 (NFMA), among others. Forest 
Service programs operate under additional environmental laws that were enacted to protect 
specific natural resources, including the Endangered Species Act, the Clean Water Act, the Clean 
Air Act, and other laws such as the National Environmental Policy Act (NEPA). We fully 
support and remain committed to the full implementation of these laws, which define the nation's 
environmental policies. 

With over 28,000 full-time employees, peaking to over 43,000 with our summer seasonal 
employees, the Forest Service’s job is quite complex. We often find ourselves caught in the 
midst of social changes, shifting priorities, and political crosscurrents. It is critical that we have 
sound business practices to ensure that the monetary and human resources which are entrusted to 
us are used in a manner that not only supports the agency’s mission, but does so in a way that is 
efficient, productive, and cost effective. 
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Recreation «nd the Rtcrw tional Fet PeBiointr«aon Program 

Every year, almost 9S percent of all Americans engage in some sort of outdoor recreation. As 
the largest single supplier of public outdoor recreation, the National Forest System hosted over 
8S0 million visits to its national forests and grasslands in fiscal year 1997 and trends indicate that 
use of the National Forest System will continue to grow. People are drawn to the national forests 
because of their varied recreational opportunities. Demands for recreation opportunities are 
becoming increasingly complex. Forest visitors are not only increasing in numbers but consist 
of individuals from varied ethnic, social, and economic backgrounds. To meet this demand and 
protect America's recreation resources, we need mote specialized resources to provide the 
quality experiences our visitors expect. Our fiscal year 1 999 recreation budget requests have 
increased along with the recreation demand by the public. However, past appropriations have 
generally remained static. We must meet our recreation objectives through creative and 
innovative approaches. An example of this type of approach is the Recreational Fee 
Demonstration Program (RFDP). 

Congress authorized the landmark RFDP in fiscal year 1996 through enactment of the Omnibus 
Consolidated Appropriations Act for fiscal year 1996. The RFDP authorized the USDA Forest 
Service, and the National Park Service, U.S. Fish and Wildlife Service, and the Bureau of Land 
Management of the Department of the Interior to test the collection, retention, and reinvestment 
of new recreation admission and user fees on up to 100 projects in each agency. Before the 
RFDP, the Forest Service was limited to charging recreation use fees at a limited number of sites 
and could not retain collections for use at sites or elsewhere in the National Forest System. This 
new authority was a major positive development, and an exciting, departure from historical 
practice. Initially, the RFDP authority allowed agencies to retain all of the new fees in excess of 
a fiscal year 1 995 base figure, with 80 percent of the retained fees to be used at the sites where 
they were collected, and 20 percent to be distributed nationally to any site under the jurisdiction 
of the collecting agency. However, the fiscal year 1998 Interior and Related Agencies 
Appropriations Act allowed the agencies to retain all recreation fee revenues from the fee 
demonstration projects, not just the revenues in excess of the fiscal year 1 995 collections, greatly 
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increasing our ability to improve recreational sites and services. The demonstration authority 
expires at the end of fiscal year 1 999, with receipts being available to complete projects through 
September 30, 2002. 

The Forest Service began to implement the RFDP aggressively in June, 1996, as indicated in the 
interagency report provided to Congress in January 31, 1998. At the end of fiscal year 1997, 
with 40 projects collecting funds, receipts fi-om the RFDP grossed well over $8 million. An 
additional 52 projects will begin collections later in fiscal years 1998 and 1999. Projects are 
being tested in 28 states in all regions of the country, including Puerto Rico. 

From fiscal year 1 994 to fiscal year 1 998 the agency’s recreation budget averaged $2 1 7 million 
annually, but total armual needs for operation, maintenance, backlog reductions, and capital 
investments were much higher, as they are today. In fiscal year 1 997, the recreational fee 
demonstration program provided a much needed $8.7 million to address critical resource needs 
and enhance customer services. We expect the fees collected to increase significantly this year, 
to nearly $20 million. 

For these reasons, the Forest Service strongly supports the recreation fee demonstration program 
(RFDP), an essential part of meeting the increased demand for quality recreation facilities and 
services to the public. It is critically important that base-level appropriations funding continue in 
conjunction with the RFDP so the Forest Service can demonstrate a clear added value to the 
public for the fees that they pay. 

Based on survey results, overall, the public accepts the fees as long as most of the money goes 
back to improve the area they are paying for. Of course, some people very much dislike paying. 
Acceptance is increasing over time as people become more aware of the program and adjust to 
paying the new fees. They are also beginning to see positive results as the fees are being spent 
on local projects. 
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Mr, Chainnan, I strongly believe that long-term implementation of the RFDP is necessary to 
keep up with the rapidly increasing demands placed on federal recreation facilities. We have had 
many successes, and we will see many more as we complete our second year of this important 
program. We continue to listen and discover ways to improve the program. We will continue to 
evaluate results during the testing period, and share what we have learned with you and the 
American public. 

Financial Management 

Mr. Chairman, you have heard of some of the problems we face with our financial management 
systems in the Forest Service. In fact, the Chief testified before a joint committee hearing on 
March 26, 1998, to address specifically financial management and accountability in the agency 
and what measures we were taking to correct some of the problems. These concerns are taken 
seriously and action has been taken to address them. Let me share what we have done and are in 
the process of doing to address these concerns. 

1 ) We are implementing a major restructuring of the business operations of the Forest 
Service. We have a Chief Operating Officer who is responsible for the financial and 
operational health of the agency and an Associate Chief for Natural Resources who will 
be responsible for the health of the land. We will also hire a Chief Financial Officer to 
focus on all financial affairs of the agency. 

2) As part of the Administration ’s Reinvention Initiative, the Forest Service has reduced 
its workforce by 1 5%, which includes a higher reduction in the Washington office, 
consolidated administrative offices at the supervisor and the district ranger levels, 
developed public-private partnerships to deliver agency services for less money, and 
established customer service standards. One specific example is reducing overhead costs 
by moving our public information office from downtown Seattle to the Recreational 
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Equipment Incorporated Building, which the Vice President recognized with a Golden 
Hammer Award, for our partnership with the private sector. 

3) The Chief announced a Natural Resource Agenda for the 2 1 st Century that will be 
implemented with land-based performance measures. We intend to develop a structure 
so that employees will be held accountable for the actual accomplishments and 
measurable results in the field. Combined with other financial reforms, we will have a 
better understanding of how much it costs to achieve certain results. 

4) We are developing a GPRA strategic plan. The plan will follow the principle and 
goals described in the Natural Resource Agenda. We are also initiating expanding our 
forest health survey and monitoring work to cover all aspects of ecosystem health and 
integrity. In this manner, the cost effectiveness and progress towards achieving 
environmental goals can be better evaluated. 

5) We are implementing an integrated accounting system, Foundation Financial 
Information System (FFIS), which will enable policy makers and supervisors to quickly 
find and understand the costs associated with specific activities. FFIS will ultimately 
reduce the amount of time Forest Service employees spend entering and interpreting 
data, and increase the amount of time they spend making and implementing sound 
resource decisions. 

6) We have issued a desk guide for financial management to inform Forest Service 
employees throughout the entire field structure of methods to record and organize 
infoimation. We intend to update this desk guide as our new systems develop. The 
primary benefit today is national consistency so that we will have a better data base from 
which to make decisions. 
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7) We intend to recruit a limited number of highly qualified management personnel with 
expertise in modem financial management practices and structures who will complement 
the excellent resource management skills of the agency. We need to replenish the 
shortage of skilled financial managers in the agency caused by the downsizing effort. We 
do not intend to maintain a larger workforce, and thus higher overhead, in the long-term. 

8) We have established a business team to review our budget and accounting activities 
and to recommend how we can simplify and improve our business systems. This group 
of employees from across the agency will focus on simplicity, timely and accurate 
financial information, accountability between expenditures and benefits, and public 
service. One of the team ’s objectives is to develop a consistent definition of overhead. 
Our goal is to increase the precision, clarity, and comprehensibility of Forest Service 
budget and accounting data to generate increased trust among the users and the public. 

These changes represent some of the ideas and recommendations in the Coopers and Lybrand 
report which the Chief commissioned last year, and respond to some of the concerns raised by 
the General Accounting Office (GAO). We are open to other ideas, too, and including those from 
the Committee that will improve efficiency and public service. 

Our goal is to bring dramatically improved accountability to the Forest Service. We can assure 
you that we will continue to work with the GAO and with Congress to improve our business 
operations and to be more accountable for the resources we manage. 

Cooperative Work Knutson-Vandenbure Fund 

The K-V fund, authorized by the Act of June 9, 1930, is a trust fund that uses deposits made by 
timber purchasers to reforest timber sale areas. In addition to planting, these deposits may also 
be used for eliminating unwanted vegetation on lands cut over by the purchaser and for 
protecting and improving the future productivity of the renewable resources on forest land in the 
sale areas, including sale area improvement operations, maintenance, construction, reforestation. 
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and wildlife habitat management. The K-V Act explicitly authorizes the Secretary of Agriculture 
to collect deposits to cover the cost to the United States of these types of activities. 

In response to a 1 996 General Accounting Office (GAO) audit, the Forest Service assembled a task 
force for the purpose of finding ways to better limit K-V expenditures for indirect costs to the amounts 
collected for this purpose and to achieve better consistency and standardization of indirect cost. The 
task force issued its final report last November with an action plan implementing nine actions. Let me 
highlight several aetions which 1 believe will help us strengthen our business operations in these areas. 
We are now: 

• instituting standard national definitions for indirect costs for use throughout the Forest Service; 

• clarifying our procedures for the calculation of equitable indirect charges and instituting these 
procedures throughout the Agency; 

• strengthening the linkage between our K-V work plaiming using the Sale Area Improvement 
Plan and our budget platming process so that we achieve a more direct tie between the SAl Plan and 
our K-V program of work; and 

• improving our oversight procedures and expanding the participation of our review teams to 
ensure that the business functions are better represented in our management reviews. 

We have been challenged in court on the legality of K-V assessments for overhead costs. On June 3, 
1998, we filed in the United States District Court in San Francisco, CA, a motion for summary 
judgement in which we contend, that "...the Forest Service may use K-V funds to pay for the program’s 
indirect costs for three reasons. First, the necessary expense doctrine, a basic principle of appropriation 
law, authorizes the challenged expenditure. Second, the Forest Service’s longstanding use of K-V funds 
for indirect costs has been expressly ratified by Congress’s fiscal review agent, the Comptroller General, 
and implicitly accepted by Congress itself Third, appropriations law upholds the agency’s discretion to 
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choose between arguably available funding choices where as here the agency has consistently adhered to 
its choice." 

The implementation of K-V projects on the ground involves the same kinds of people and 
resources that we need to implement projects using appropriated funding sources. We need 
computers to plan the programs and keep track of the K-V project activities. We need decision 
makers to determine which K-V projects should be the highest priority for funding when K-V 
funds are scarce. We need our business management experts to determine the financial health of 
the K-V fund and develop an orderly K-V program of work. All of these people need office 
space to do their work in. So, our policy simply says that the trust funds, like K-V, should pay 
their equitable share of these costs applying the same principles that we use to determine equities 
for discretionary programs. 

We cannot eliminate these costs, as they are a real and necessary part of getting the job done. 

But, we firmly intend to make material improvements in our business procedures and to be 
accountable so that the Administration and Congress can together decide how the Forest Service 
can maximaze public benefits on the national forests. We are reviewing different budget 
structures, including different treatments of overhead costs. 

Below-Cost Timber Sales 

National Forest timber sales have always served multiple purposes. Timber sales helped build 
homes and railroads for a young growing nation, and helped pay for forest rangers who were 
taking care of vast remote stretches of forests and rangelands. 

Today, Americans place a higher priority on sustainability and environmental protection. The 
Forest Service’s objective is the protection and restoration of the health of the land. You can’t 
measure the value of stewardship strictly in dollars and cents. Resource stewardship costs on 
the national forests are frequently borne by the forest management program. 
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In the early 1980's the issue of below-cost timber sales began to emerge as a concern to the 
public because it appeared that revenues generated by individual timber sales on many national 
forests did not cover the costs of their preparation and administration. Some members of the 
public and some Members of Congress at the time believed that the timber sale program needed 
to pay for itself. In the conference committee report that accompanied the fiscal year 1 985 
interior appropriations act, the Forest Service was directed to develop a "reasonable but complete 
system...that should allow for identification of the costs of the timber sale program, by 
component, and allow for a comparison of actual costs and benefits.” The Forest Service worked 
with the General Accounting Office (GAO) to expand the Forest Service accounting system and 
create the timber sale program information reporting system (TSPIRS). GAO found, in 1990, 
that the system had been developed, and was being implemented, as intended by Congress. This 
system measures the cost for land management and harvest associated with timber sales. It does 
not measure efficiency, and it does not measure subsidies. 

This year’s TSPIRS report shows that essentially half of the limber sale program was targeted at 
accomplishing various land stewardship objectives and not at producing wood fiber except as a 
by-product. While people have different perspectives and opinions about how the Forest 
Services applies land stewardship on the ground, there is general support for reducing wildfire 
impacts, restoring old growth characteristics, protecting native species diversity, and managing 
pests as best we can. We are paying for these treatments from wildlife, watershed, or vegetation 
management funds, but in many cases, this work is getting done by using timber sales. Our 
experience suggests that because of the revenues they generate, timber sales, even some that may 
be below-cost, are oftentimes the "least net cost" — cost incurred compared to revenues received 
- means of attaining many of our land stewardship goals. 

In FY 1997, 4.0 billion board feet (BBF) of national forest timber was offered, 3.7 BBF was 
sold, and 3.3 BBF was harvested. These offered, sold, and cut volumes are similar to the 1996 
program. Of the total volume harvested in FY 1997, 52 percent was for timber commodity 
purposes, 40 percent for forest stewardship, and 8 percent for personal use. In FY 1993, when 
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TSPIRS first began to recognize the different categories of sales, 71 percent of harvest volume 
was for timber commodity, 23 percent for forest stewardship, and 5 percent for personal use. 
These numbers reflect changing trends in the timber sale program that 1 described earlier. 

A new factor that has had a major effect on the profitability of our timber sale program in FY 
1 997 was a change in accounting procedures applicable to "road prism" costs. These are costs 
that are associated with constructing a road’s underlying foundation, or "bed." In the past, 
because the Federal Government did not have an accounting standard that addressed how these 
costs should be treated, "generally accepted accounting principles" (GAAP) used by the private 
sector were applied. Consistent with these principles, road prism costs were not written-off, but 
were permanently capitalized into land values. Recently, however, the Federal Accounting 
Standards Advisory Board (FASAB), who develops generally accepted accounting principles for 
Federal agencies, put forth a broad array of new accounting standards, one of which pertains to 
the treatment of road prism. This new standard provides that instead of being permanently 
capitalized, these costs should be annually expensed. Beginning in FY 1997, TSPIRS financial 
statements recognized road prism costs as an annual timber program cost. In FY 1 997, these 
costs alone totalled $51.4 million. 

Overall, our forest management program lost $88.6 million last year. By comparison, the FY 
1996 loss was $14.7 million. We feel strongly, however, that the true measure of our forest 
management program is not simply the volume of timber taken from the land, but also the health 
of the forest left behind. This suggests a strict/profit loss statement is not a true reflection of the 
program's value. National Forest timber sales provide many benefits beyond the revenues they 
generate. These additional benefits are economic, ecological, and social in nature. Illustrative of 
the economic and social benefits are the jobs created, the regional income produced, and more 
stable rural communities. Illustrative of the ecological benefits are healthier amd more fire- 
resistant forest stands, and ecosystems that are sustainable because they are maintained within 
their historic range of variability. 
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Clostee 

As we previously stated, our programs are quite complex and we know that we have a lot of 
work to do to correct business systems and to be more accountable to the public for our actions. 
We continue to adhere to the recommendations of the General Accounting Office to improve our 
operations. We appreciate the oversight of Congress through hearings such as this one today to 
allow us the opportunity to share what we are doing and to also hear from those who might not 
be pleased with how we conduct business. We will make every effort to carry out our mission of 
caring for the land and serving people. 

After you have heard from the Forest Supervisorfs), we will take your questions. 
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Mr. Rogers. Thank you, Mr. Chairm 2 in and Mr. Davis. I appre- 
ciate the opportunity to be here and I value the field hearings that 
you are holding. 

Deputy Chief Ron Stewart has given you an overview of the For- 
est Service and the laws and regulations by which we manage the 
land. I am responsible for the overall management of the Angeles 
National Forest, which was created on December 20, 1892, as the 
San Gabriel Timberland Reserve by President Benjamin Harrison 
for protection of the Los Angeles water supply. It was the first for- 
est reserve established in the State of California and the eighth na- 
tionally. 

Today, in addition to providing 35 percent of the local water sup- 
ply, the Angeles National Forest serves as the backyard for over 15 
million people in the Los Angeles Basin and boasts over 30 million 
visitors a year, more than Yellowstone, Sequoia/Kings Canyon, and 
Yosemite National Parks combined. As you sit here today in this 
room, you could be enjoying the beauty of this very urban national 
forest in less than an hour’s drive just to the north of this location. 
You can well appreciate how it serves the recreational desires of 
millions of people in the Los Angeles area. 

Let me address a few specifics of the various issues identified, 
and then I would be happy to address questions. 

The recreation program on the Angeles National Forest is the 
predominant use of the forest, which I said earlier receives over 30 
million visits a year. Recreation management of the forest is char- 
acterized not only by high use, but by a number of complicating 
factors. Most of the Los Angeles County residents are within 1 
hour’s drive from the forest and predominantly use the forest for 
day trips. Over a third of the forest boundary is shared with subur- 
ban homeowners. Because the forest is close to area residents and 
is used primarily for day trips, many visitors are not prepared for 
the hazards and changes in weather conditions they often encoun- 
ter. Proximity and hi^ use intensify the number of emergency in- 
cidents, violations, and crimes on forest land. Because of the rug- 
gedness of this forest, the recreating public looks to a relatively 
small number of useable acres for numerous, often non-compatible 
uses. Today, many cultures utilize the forest for recreation, requir- 
ing managers to understeuid the values and needs of many dif- 
ferent groups. Southern California’s weather allows for year-round 
use of most of the forest. 

The Angeles provides 878 miles of trails, 66 campgrounds, 36 pic- 
nic areas, boating on three leikes, fishing on five lakes, five ski 
areas, 618 recreation summer home cabins, two concessionaire op- 
erated shooting areas, five visitor centers — ^we call them discovery 
centers, three forest entraince stations, and three off-highway vehi- 
cle recreation areas, as well as opportunities for hunting, fishing, 
and sightseeing across the forest. 

Providing recreational opportunities is increasingly expensive. 
Massive use requires stadium-style maintenance to maintain the 
facilities to standard. Facilities wear out fast, and in addition to re- 
ceiving heavy use, they are often heavily vandalized. Recreation on 
the Angeles is a high-volume, high-cost program. As requirements 
and the need for administrative procedures, environmental anal- 
yses, law enforcement, legal assistance, appeals, and the Freedom 
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of Information Act requests increase, the cost of doing business es- 
calates. To put it quite simply, less dollairs get to tne ground as 
services to the recreating public. The high cost of providing services 
coupled with declining budgets has made it more and more difficult 
to meet the demands of an increasing population. 

Appropriated funding for the Angeles National Forest recreation 
program has dropped from $4.1 million in 1991 to $2.5 million in 
fiscal year 1997. Since the mid-1980s, the forest has utilized alter- 
native methods of providing services to the public. Concessionaires 
nm the major campgrounds; volimteers and interpretive associa- 
tions operate our visitor centers and maintain trails; cooperators 
educate first-time visitors and clean up high-use canyons; and 
State grants fund off-road vehicle facilities. Even with all these 
major programs, the overall level of services continues to decrease 
annually. 

General recreation costs for clean up, dump fees, toilet pumping, 
general information, and repair and maintenance of smaller sites 
do not lend themselves to alternative funding mechanisms. To 
cover the costs of general recreation, the forest needs expanded fee 
authority. 

I would like to talk, Mr. Chairman, just briefly about the Recre- 
ation Fee Demonstration Program as we have experienced it on the 
Angeles. The Angeles National Forest, along with three national 
forests in southern California — ^the Cleveland, Los Padres and San 
Bernardino — ^formed the Enterprise Forest concept to explore ways 
to utilize entrepreneurial methods to improve services. The Enter- 
prise Forest uses Recreational Fee Demonstration ProCTams au- 
thority to improve general recreation services across southern Cali- 
fornia. 

llie Enterprise Forest developed a recreational fee demonstration 
project called the National Forest Adventure Pass, which is based 
on the premise that all national forest recreational experiences 
have a basic value. The project tests whether the fees paid will re- 
sult in improvements on the ground and improved customer satis- 
faction. 

Forest recreationists are required to display an Adventure Pass 
on their vehicle while recreating in the four southern California 
National Forests. The Adventure Pass is sold at Forest Service of- 
fices and by over 385 private vendors. Revenues from Pass sales 
are invested in improved services to the recreating public. 

A business plan was prepared to outline the mechanics of the 
Pass program, describe the communications planning effort and 
provide the financial analysis. The financial analysis was prepared 
by the Forest Service and Dr. Jerrell Richer, Assistant Professor of 
Economics at Ceilifomia State University, San Bernardino. This fi- 
nancial analysis developed a framework for estimating net reve- 
nues. An initial survey determined the optimal price combination 
for daily and annual passes. That price combination, along with 
survey-based projections of how many visitors would purchase daily 
versus annual passes, use projections, cost projections and histor- 
ical compliance rates, provided the analysis necessary to plot costs 
versus revenues by quarter. 

The communications and marketing plan addressed the methods 
and schedule for introducing the Adventure Pass to employees, for- 
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est users, community leaders, national organizations, elected offi- 
cials, tribal governments, permittees, cooperators, and the general 
public. 

The Adventure Pass Program is a success in its first year of im- 
plementation. Actual costs and revenues have tracked projections, 
except for during the winter when revenues were lower due to El 
Nino weather conditions. To date, the Angeles has received 
$405,604 to invest in improved services. 

The majority of the public has voiced its support of the National 
Forest Adventure Pass. Surveys have shown that 46 percent feel 
they are better off with the Adventure Pass, 20 percent are not 
sure and 12 percent feel they are worse off. The 12 percent of visi- 
tors surveyed who felt they were worse off, generally oppose paying 
for services they felt should already be covered by their taxes. The 
Angeles National Forest has not encountered any organized or 
widespread opposition to the program. In fact, numerous letters of 
support have been received by the forest as well as lots of positive 
comments to our field personnel. 

The cornerstone of support, as determined by survey responses, 
is the commitment that the revenues are returned to where they 
were collected and that Congress nor the agency offsets the appro- 
priated funding by the revenues brought in. If that premise dis- 
appears, then the program is going to go down the toilet. 

Survey participants stated that the improvements they wanted 
most were more and cleaner restrooms, more trash facilities, better 
protection of the environment, better trail maintenance and more 
visitor information. On the Angeles National Forest, net revenues 
have been used to clean restrooms more frequently, to repair and 
paint restrooms and to rent more portable toilets and trash 
dumpsters. Net revenues have also increased trash pick ups, fund- 
ed graffiti removed, funded trail maintenance, extended visitor cen- 
ter hours, purchased informational signs, hired field employees to 
assist visitors, funded installment of bear-proof trash bins, in- 
creased patrols, and funded minor repairs of picnic areas and 
campground facilities. 

I have got a report of accomplishments that we have done with 
the funding that I would like to submit for the record. 

Mr. Horn. Without objection, it will be included at this point in 
the record. 

[The information referred to follows:] 



51 


United States 

Forest 

Angeles 

701 N. Santa Anita Avenue 

Department of 

Service 

National 

Arcadia, CA 91006-2723 

Agriculture 


Forest 

626-574-5209 Text (TTY) 
626-574-1613 Vole. 


Flie Codftt 2300 

Date: July 29, 1998 


Congress of the United States 
House of Representatives 

Committee on Governinant Reform an^ Oversight 

Subcommittee on Government Management, Information and Technology 
ATTN: Matthew Ebert 
Room B 373 

Rayburn House Office Building 
Washington O.C. 20313 

Dear Mr. Ebert: 

Thank-you for the opportunity to speak at the hearing on "Oversight of the 
Management Practices at the U.S. Forest Service" on July 7th» After listening 
to the other speakers, I vented to submit additional information for the 
record. 

I would like to address three Issues that were raised at the hearing: 

1. level of support or oppositl<M) for the Recreation Fee Demonstration 
Program, or specif icai iy, the National Forests Adventure Pass program 
in southern Cattfornia, 

2. Cost of providing open space opportunities, and 

3. Cost of the Adventure Pass program. 


1. Level of Support or OQaosltlQn to the Adventure Pass program 

1 have enclosed the cummulatlve results from quartely surveys conducted In fall 
1997, winter 1996 and spring 1996 by Or. Jerrall Ross Richer, Assistant 
Professor of Economics at California State University, San Bernardino, The 
survey results represent a sample of 1,342 visitors at 90 ramdomly selected 
locations across the four southern California Forests, i.e., the Mexican border 
to Monterey County. 

My reason for submitting the survey results for the record Is to demonstrate 
that although a number of speakers at the hearing expressed opposition to the 
program, and cited that the public In general opposed the program, only 12-13!« 
of our surveyed visitors answered survey questions in a way that Indicates 
opposition. On question /13 In the enclosed survey, 13^ answered that they 
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would not buy an Adventure Pass next year. .125 answered survey question #17 
that the Adventure Pass program slightly or greatly diminished their recreation 
experience. 125 answered survey question #18 that they were worse off because 
of the Adventure Pass Program, 

Many speakers at the hearing visited the Los Padres National Forest. 25 of the 
locations surveyed were on the Los Padres National Forest, which Includes the 
Santa Barbara and Oja I areas. 

Although I would like to see 1005 of the survey participants express support 
for the Adventure Pass Program, I am pleased to report that only 12-135 
indicate opposition. 


2. Cost of Providing Open Space Opportunities 

Speakers at the hearing stated that the recreation opportunities desired were 
simply hiking or enjoying the open space without the benefit of facilities, and 
therefore, additional funds were not necessary. 

Whan tens of millions of visitors simply enjoy the open space or take a stroll 
in the Forest, there are major impacts and high costs to provide safe 
opportunities and to protect the environment. 

Some Adventure Pass Investments extend hours of operation at visitor centers or 
operate, maintain and repair campgrounds and picnic areas. The majority of 
investments, however, provide assistance to visitors In the Forests, pick-up 
trash, remove graffiti, provide additional portable toilets, clean the existing 
toilets mora frd'^uent ly, maintain trails and provide information and signage. 

These investments not only directly provide services to visitors, but protect 
the natural environment by educating visitors on the proper use of the Forest 
and by cleaning trash and providing sanitation facilities, in addition, field 
personnel providing services to the public ere extinguishing abandoned 
campfires and correcting hazardous situations as they see them. 


3. Cost of_th& Adventure Pass Program 

Costs of the program detailed by speakers at the hearing do not reconcile with 
the budget data for the project. 

As of March 31, 1998, $1,755,531 has been collected. Of the total dollars 
collected, $87,779 has been reserved for the 5? agency fund, per the 
legislation; $125,000 has been collected from vendors for passes that have not 
yet been sold to the public; *522,334 has been spent on salary, operating 
COSTS, signage and printing as a cost to run the program; and $1,020,073 has 
been distributed to the Forests for Improved services to the public at the 
ground level. 


Coring for tho Land and Sorvaig Peopla 
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I perftonallY support tht Advontur* Pass program as a maans of continuing to 
provide the services the public needs and vents. After a year of operation, ve 
have collected enough revenues to cover costs and return most revenues to the 
ground for Improved services the public asks for. Most Importantly, our 
surveys show that our pubMc Is vllltng to Invest In their Forests. 

Please contact myself, Susan Swtnson, Deputy Forest Supervisor, Ralna Fulton, 
Recreation and lands Officer, or Gall M'lght, Public Affairs Officer for 
further Information at (626) 574-t613, 
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6. It will reduce taxpayer support of the forests in the future. 25% 22 

7. Other (please specify): 2111% 18 

136% 120 

D. Not sure 23% 221 

TOTALS. 100% 1229 
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Assume each respondent's househoid income equals the midpoint of the category they indicate: 
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had some College 29% 361 

finished College 23% 280 

had some Graduate School 8% 105 

finished Graduate School 17% 21Q 
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I. Yes, I have a Golden Access Pass (physically'tmpaired) 
!. No. I have neither 
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18. Think about both the cost of the Adventure Pass and the improvements it 

heips to fund. 
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Mr. Rogers. The Angeles National Forest welcomed the oppor- 
tunity to test expanded fee authorities. As part of the Enterprise 
Forest, the Angeles National Forest has proven the success of ex- 
panded fee authorities to provide general recreational opportunities 
that would not be available without these fees. The forest fully sup- 
ports the continuation of the test to learn how best to serve the 
public with fee programs and ultimately permanent recreation fee 
demonstration program authority. 

Through the Enterprise Forest, processes have been developed or 
streamlined to increase efficiency and accountability, such as direct 
deposit processes with the Bank of America, utilization of a na- 
tional contract with FedEx to track the delivery and cash payments 
of the Adventure Pass to vendors, 2 in open invitation to businesses 
and cooperators to participate in the vendor program, and develop- 
ment of data bases to track sales and revenues. 

I would like to briefly comment on the financial management as- 
pects of the questions that you were asking. The Angeles has reor- 
ganized to stay within our budget and to operate more efficiently. 
Efforts to reduce administrative overhead, however, does not re- 
duce the administrative workload, but instead shifts these respon- 
sibilities to other staff officers, making them less available to the 
field. 

We have been implementing the National Financial Management 
Action Plan. Specifically, we have identified and corrected known 
deficiencies in our accounting data and are committed to improving 
its reliability. Our actions are designed to improve the timeliness, 
credibility, and usefulness of our financial information for users 
and the public. 

I have a brief comment on the cooperative Rnutson-Vandenberg 
Fund. The Angeles National Forest has a very small timber pro- 
gram. It collects K-V funds from the sales of 300-400,000 board 
feet of timber annually, which is used as personal fuel wood. TTie 
forest has no commercial timber sales. Forest-wide, we invest ap- 
proximately $18,000 to $20,000 a year in K-V funds on timber 
stand improvement for release, pruning, underbuming, thinning 
for forest health, based on sale area betterment plans. Fiscal year 
1998 planning is for 154 acres of timber stand improvement funded 
by K-V dollars. Our K-V overhead is running at 11 percent of the 
total program. 

I want to thank you for the opportunity to address you and at 
this time I guess we are open to questions. 

[The prepared statement of Mr, Rogers follows:] 
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SUPPLEMENTAL STATEMENT OF 
MICHAEL X ROGERS 

FOREST SUPERVISOR, ANGELES NATIONAL FOREST 
before the 

Committee on Government Reform nod Oversight 
Subcommittee on Government ManngemeDt, InformotioD, and Technology 
United States House of Representatives 
concerning 

Management Practices on the Angeles National Forest 

Bellflower, California 
July 7, 1998 


Mr. Chairman and Members of the Subcommittee: 


I appreciate the opportunity to come before you today to discuss the management practices on the 
Angeles National Forest as they relate to the Forest Recreation Program and Recreation Fee 
Demonstration Program, the Financial Management of the Forest, and the Knutsen-Vandenburg (K-V) 
Funds. 


Deputy Chief Ron Stewart has given you the overview of the Forest Service and the laws and 
regulations by which we manage the land. I am responsible for the overall management of the Angeles 
National Forest, which was created on December 20, 1 892, as the San Gabriel Timberland Reserve by 
President Benjamin Harrison. 

In addition to providing 35% of the local water supply, the Forest Service serves as the backyard for 
over 1 5 million people in the Los Angeles Basin, and boasts over 30 million visitors a year, more than 
Yellowstone, Sequoia/Kings Canyon, and Yosemilc National Parks combined. As you sit here today, 
you could be enjoying the beauty of the Forest in less than an hour’s drive just to the north of here. You 
can well appreciate how it serves the recreational desires of millions of people in the Los Angeles area. 
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Let me address a few specifics of the various issues identified and then I will be happy to address 
questions. 

Recreation Program on the Angeles Natlonat Forest 

Recreation is the predominant use of the Angeles National Forest, which receives over 30 million visits 
a year. Recreation management of the forest is characterized not only by high use, but by a number of 
complicating factors. Most of Los Angeles County residents are within an hour’s drive from the forest 
and predominately use the forest for day trips. Over a third of the forest boundary is shared with 
suburban homeowners. Because the forest is close to area residents and is used primarily for day trips, 
many visitors are not prepared for the hazards and changes in weather conditions they may encounter. 
Proximity and high use intensify the number of emergency incidents, violations, and crimes on forest 
land. The recreating public looks to a relatively small number of useable acres for numerous, often non- 
compatible uses. Many cultures utilize the Forest for recreation, requiring managers to understand the 
values and needs of many groups. Southern California’s climate allows for year-round use of most of 
the Forest. 

The Angeles provides 878 miles of trails, 66 campgrounds, 36 picnic areas, boating on 3 lakes, fishing 
on 5 lakes, 5 ski areas, and 6 1 S summer cabins, as well as opportunities for hunting, fishing, and sight- 
seeing across the Forest. 

Providing recreational opportunities is increasingly expensive. Massive use requires stadium-style 
maintenance to maintain the service to standard. Facilities wear out fast, and in addition to receiving 
heavy use, facilities are heavily vandalized. Recreation on the Angeles is a high-volume, high-cost 
program. As requirements and the need for administrative procedures, environmental analyses, law 
enforcement, legal assistance, appeals, and Freedom of Information Act requests increase, the cost of 
business escalates. To put it simply, less dollars get "to the ground" as services to the public. The high 
cost of providing services, coupled with declining budgets, has made it more and more difficult to meet 
the demands of an increasing population. 
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Appropriated funding for the Angeles National Forest recreation program has dropped from S4. 1 million 
inFY 1991 to $2.5 million in FY 1997. Since the inid-19805 the Forest has utilized alternative methods 
of providing services to the public. Concessionaires run the major campgrounds; volunteers and 
interpretive associations operate visitor centers and maintain trails; cooperators educate first-time 
visitors and clean-up high-use canyons; and state grants fund off-road vehicles facilities. Even with 
these major programs, the overall level of services decreases annually. 

General recreation costs for clean-up, dump fees, toilet pumping, genera) information, and repair and 
maintenance of smaller sites do not lend themselves to alternative funding. To cover the costs of general 
recreation, the Forest needs expanded fee authority. 

Recreation Fee Demonstration Program 

The Angeles National Forest, along with the other three national forests in southern California (Los 
Padres, San Bernardino, and Cleveland), formed the Enterprise Forest to explore ways to utilize 
entreprenuerial methods to improve services. The Enterprise Forest uses the Recreational Fee 
Demonstration Program authority to address maintenance backlog and to improve general recreation 
services across southern California. 

The Enterprise Forest developed a Recreational Fee Demonstration Project called the National Forest 
Adventure Pass, which is based on the premise that all National Forest recreational experiences have a 
basic value. The project tests whether the fees paid will result in Improvements on the ground and 
improved customer satisfaction. 

Forest recrealionists are required to display an Adventure Pass on their vehicle while recreating on the 
four southern California National Forests. The Adventure Pass is sold at Forest Service offices and by 
over 385 private vendors. Revenues from Pass sales are invested in improved services to the recreating 
public. 
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A business plan was prepared to outline the mechanics of the Pass program, describe the 
communications planning efforts, and provide a financial analysis. The financial analysis was prepared 
by the Forest Service and Dr. Jerrell Richer, Assistant Professor of Economics at California State 
University, San Bernardino. The financial analysis developed a framework for estimating net revenues. 
An inital survey determined the optimal price combination for daily and annual passes. That price 
combination, along with survey-based projections of how many visitors would purchase daily versus 
annual passes, use projections, cost projections, and historical compliance rates, provided the analysis 
necessary to plot cost versus revenues by quarter. 

The communications and marketing plan addressed the methods and schedule for introducing the 
Adventure Pass to employees, forest users, community leaders, national organizations, elected officials, 
tribal governments, permittees, cooperators, and the general public. 

The Adventure Pass Program is a success in its first year of implementation. Actual costs and revenues 
have tracked projections, except for during the winter when revenues were lower due to El Nino weather 
conditions. To date, the Forest has received $405,604 to invest in improved services. 

The majority of the public has voiced its support of the National Forest Adventure Pass. Surveys have 
shown that 46% feel that they are "better off' with the Adventure Pass, 20% are not sure, and 12% feel 
they are "worse off'. The 12% of visitors surveyed who felt they were worse off generally opposed 
paying for services they fell should be covered by their taxes. The Angeles National Forest has not 
encountered any organized or widespread opposition to the program. Numerous leners of support have 
been received by the Forest. 

The cornerstone of support, as determined by survey responses, is the commitment that the revenues are 
returned to where they were collected and that Congress does not offset appropriated funding. 
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Survey participants stated that the improvements they want most are more and cleaner restrooms, better 
protection of the environment, better trails, and more visitor information. On the Angeles National 
Forest, net revenues have been used to clean restrooms more frequently, to repair and paint restrooms, 
and to rent more portable toilets. Net revenues have also increased trash pick-ups, funded graffiti 
removal, funded trail maintenance, extended visitor center hours, purchased informational signs, hired 
field employees to assist visitors, funded installment of bear-proof bins, increased patrols, and funded 
repair of picnic area and campground facilities. 

The Angeles National Forest welcomed the opportunity to test expanded fee authorities. As part of the 
Enterprise Forest, the Angeles National Forest has proven the success of expanded fee authorities to 
provide general recreational opportunities that would not be available without these fees. The Forest 
fully supports continuation of the test to learn how best to serve the public with fee programs and 
ultimately permanent recreational fee demonstration program authority. 

Through the Enterprise Forest, processes have been developed or streamlined to increase efficiency and 
accountability, such as a direct deposit process with Bank of America, utilization of a national contract 
with FedEx to track the delivery and cash payments of the Adventure Pass, an open invitation to 
businesses and cooperators to participate in the vendor program, and development of data bases to track 
sales and revenues. 


Financial Management 

The Forest has reorganized to slay within our budget and to operate more efficiently. The effort to 
reduce administrative overhead does not reduce the administrative workload, but instead shifts these 
responsibilities to other programs. 
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We have been implementing the National Financial Management Action Plan. Specifically, we have 
identified and corrected known deficiencies in our accounting data and are committed to improving its 
reliability. Our actions are designed to improve the timeliness, credibility, and usefulness of our 
financial information for users and the public. 

Cooperative Work Knutson-Vandcnbury Fund 

The Angeles National Forest collects K-V funds from the sales of 300-400 thousand board feet (mbf) of 
timber annually as personal use fuelwood. The Forest has no commercial timber sales. Forest-wide, we 
spend approximately $ 1 8,000-20,000 a year in K-V funds on timber stand improvement for release, 
pruning, underbuming, thinning for forest health, based on sale area betterment plans. Fiscal year 1998 
planning is for 1 54 acres of timber stand improvement funded by K-V dollars. K-V overhead is 1 1 % of 
the total planned program. 

Closing 

Thank you for giving me the opportunity to address this committee. 1 am willing to answer any 
questions you may have. 
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Mr. Horn. Well, we thank you both very much. Mr. Davis will 
begin the questions. 

Mr. Davis. Let me ask what effect the change in accounting pro- 
cedures applicable to the road prism costs has done, you came out 
with some changes and that has had a fairly significant impact and 
I wonder if you could discuss it. 

Mr. Stewart. Previously, we had considered — we had calciilated 
road prism costs in our timber sale program as a long-term land 
investment and therefore, it was not annualized. 

Mr. Davis. Road prisms are 

Mr. Stewart. The actual road bed itself. And so it could be con- 
sidered — some might consider it an investment, a long-term invest- 
ment. 

Mr. Davis. The costs that go into that are the cutting of the 
trees, the clearing 

Mr. Stewart. It is the actual construction of the road bed and 
the gravel and everything that goes on it. 

Historically we had not considered it as an annual cost of the 
timber program. There had been no accounting. Federal accounting 
standard, and so we used the standard that had been used in pri- 
vate industry. The Federal board that establishes accounting proce- 
dures, GAO being a member of that, changed the accounting stand- 
ard for 1997 to include it as an annualized cost to be actually 
costed out on the particular timber sale program. The end result 
of that was to add about $51 million to the cost of the timber pro- 
gram over what would have historically been reported. The net re- 
sult — ^the year before, the timber program nationally overall was 
deficit about, as I recall, about $15 million, and this year, the most 
recent report which is for fiscal year 1997 shows a deficit of about 
$88 million. 

Mr. Davis. Does GAO have any comment on that? ; 

Ms. Calbom. I will just comment briefly. The statement that Mr. 
Stewart is referring to is one the Federal Accounting Standards 
Advisory Board [FASAB] developed, and the purpose of that state- 
ment is to take assets of the Federal Government that are consid- 
ered to be stewardship assets off the balance sheet and put them 
on a different statement called a stewardship report. And land, of 
course, is one of the major assets of the Federal Government. TTie 
vast majority of land that the Federal Government owns had never 
been recorded on the financial statements of any of the agencies. 
What this standard does is say let us take those assets, let us 
record them, show them as stewardship assets so we can track 
them, and we track their condition and continue to show those as 
national assets — or start to show those as national assets, but not 
on the balance sheet, because they are considered to be, you know, 
a different type of asset than you traditionally would have. 

But the road prisms are deflned under that standard as part of 
the land. So they get swept into that stewardship accounting. And 
we have actually just recently been asked to look at this very issue 
and are in the process of doing that. 

Mr. Davis, l^at does that do from an appropriations and spend- 
ing — what does that do, force us to make adjustments in that, obvi- 
ously? 
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Mr. Stewart. The costs are incurred one way or another in 
building the road, so it has no fundamental effect, I do not think, 
in terms of appropriations necessarily. What it does is it affects the 
way you account for the prism and therefore the profitability of the 
timber program. 

Ms. Calbom. I might just make one more quick comment. While 
GAO has not done any recent work on the TSPIRS system, I do 
know that it does not feed into the financial reporting system that 
is used for preparing financial statements. Technically you would 
not have to apply that standard to TSPIRS, but you would probably 
want to for consistency’s sake. But technically because it does not 
feed into the system where you prepare the financial statements, 
you would not necessarily have to apply it. 

Mr. Davis. Well, TSPIRS has changed in the different categories 
now. They now recognize different categories of sales and from 
what I understand, the bulk of the sales now are for timber com- 
modity, only 23 percent are for forest stewardship and 5 percent 
are for personal use roughly, is that 

Mr. Stewart. The figures I have, just a comparison, when we 
started making those determinations of separating the kinds of — 
the purposes of the timber program, the first year I believe was in 
fiscal year 1993. That year, 71 percent of the harvest volume was 
removed for timber commodity purposes. By 1997, it was only 52 
percent. And what we have seen is a corresponding increase in the 
other two categories, most of what is called the stewardship cat- 
egory, which are timber harvests for other purposes, such as fuels 
management, wildlife habitat improvement, and other reasons, as 
well as a small increase in the personal use, which happens to be 
the largest category and the only category I think on the Angeles 
Nation^ Forest. TTiat would include firewood harvesting and so 
forth. 

Mr. Davis. I mean nothing is more controversial in Congress 
than when you get into the whole timber sales issue. It is rurjd 
versus urban eind just different views on that and it is something 
we have addressed each year in appropriation bills and probably 
need to come to grips with on a permanent basis. So I am just in- 
terested in getting it into the record. 

Do you have an advisory committee or other body to accept pub- 
lic input on the management of the fees collected? 

Mr. Stewart. You know, I do not believe we do. We have a plan 
with each of the forests that are participants in it to get public 
input both before they initiate the demonstration project, but also 
to help evaluate it as it goes along. 

Mr. Davis. Would it be a good idea to maybe establish one like 
that and get the input? 

Mr. Stewart. It is certainly something we should look at. 

Mr. Davis. Do you have any thoughts on that? 

Mr. Meissner. No. 

Mr. Davis. A witness we are going to hear from later on says 
that the Forest Service does not have the authority to take the 
overhead from the K-V Fund. Is the Forest Service currently au- 
thorized to take overhead expenses, in your judgment, and are 
there any limitations on that authority, and does the headquarters 
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of the Forest Service give any guidance on what the amounts are 
that would be allowed? 

Mr. Stewart. First of all, it is the Government’s contention that 
we do have that authority. The brief that I am proposing to submit 
for the record does lay out the Government’s legal ar^ment. That 
is the fundamental question. Ilie lawsuit has actumly three dif- 
ferent charges, but the fundamental one is do you have that au- 
thority. If the courts determine no, then the other two issues are 
moot. 

There has been no specific guidance on overhead charges except 
broad definitions of what kinds of things can be considered as over- 
head and one of the things that is in the new review will be a con- 
sistent definition, which will tighten that up and leave less flexi- 
bility for local units to interpret. 

Mr. Davis. I know firefighting is something that can be used 
under the K-V funds, but they are supposed to be reimbursed, are 
they not? 

Mr. Stewart. The authority for emergency firefighting is that 
the Service can use any available unexpended funds, and in gen- 
eral, the K-V Fund has been a large fund sitting there and it has 
been the one used. As indicated in the earlier testimony, we then 
have to go back and specifically request to have the money reim- 
bursed. Congress sometimes gives us all or some of it. 'They did 
give a fair amount back this last time and it has been put back into 
the fund, but by no means has all of it been put back. 'There still 
is an outstanding amount of I think $300 and some odd million 
that is still 

Mr. Meissner. $493 million at the beginning of fiscal year 1998. 

Mr. Davis. Almost half a billion dollars. 

Mr. Meissner. Oh absolutely. 

Mr. Davis. What could you do with half a billion dollars if you 
had that for reforestation today? What could that buy us? 

Mr. Stewart. Planting a lot of acres, wildlife habitat improve- 
ment, there is a whole range of things that that money was 
planned for use. In other words, it is not an optional thing, there 
is a plan for each of those sale areas that says specific activities 
are to be conducted. 

Mr. Davis. I am just trying to understand. If money either had 
not been taken initially or was reimbursed by appropriation, I go 
back to my constituents and say here is what we are getting by 
doing this. Can you quantify it more than saying planting a whole 
lot of acres? I mean, that does not 

Mr. Stewart. We can probably get you some pretty good esti- 
mates. 

Mr. Davis. I think it would be helpful to know what this money 
could buy us in the short term. 

Mr. Stewart. I will be glad to provide the information. 

Mr. Davis. In terms of implementing the plan, and if we had 
this, what we could show for it? 

Mr. Stewart. We will be glad to provide that for the record. 

Mr. Davis. I think that would be helpful. 

Mr. Horn. I wonder if the gentleman would yield for a minute 
on this point? 

Mr. Davis. I will be happy to. 
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Mr. Horn. It just seems to me, listening to that exchange, that 
we might say — and if that is not true, tell me — ^that we put a raid 
on the Knutson-Vandenberg Fund and then we send it up to Con- 
gress and say well, gee, if they do not completely refill it, that pot 
that we just raided for fire problems — ^which is underst2uidable to 
a degree — ^that then that is Congress’ fault. Meanwhile, we are los- 
ing the opportunity for reforestation. Now it seems to me that what 
I would like to have at this point in the record is the last year of 
fires, where did you take the money from, how much was in that 
account to start with and include the Knutson-Vandenberg Fimd — 
I realize you have got a real problem when you have fires breaUng 
out in Yellowstone and all over the place, you are talking about 
hundreds of thousands of acres — but I think that would sort of clar- 
ify. Are we just dipping into this one because this is handy and 
Congress thinks it is a good thing so they will put more money 
back? Some in Congress might not think it is a good thing and do 
not care about it, and that bothers me, because it seems to me the 
whole idea of that trust was to make sure that you redid for future 
generations what you have just cut for a current generation. 

So without objection, that exhibit will be in the record at this 
point. 

[The information referred to follows;] 
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ENCLOSURE B: Estimate of Projects $493 million in KV Would Cover 
(to transcript for July 7 and 9, 1 998 hearings by Subcommittee on Government Manage- 
ment, Information and Technology); responds to transcript page 48, line 1083. 

prepared by Tom Peterson, Forest Management, USDA Forest Service, 12/14/98, 2pages 

Response to request as to the amount of work, by activity, that can be aecomplished if the 
$493 million loan to the fire fund from the K-V fund were to be repaid. Assumptions 
used in completing the Table below: 

1 - SAI (Sale Are Improvement) work was broken down by the following %’s; 

a. 39% reforestation 

b. 33% TSI (Timber Stand Improvement) 

c. 1 7.5% Wildlife, Fish and TE&S 

d. 1 .4% Grazing Management 

e. 1 .8% Range Vegetation Management 

f. 1 .6% Recreation 

g. 4.8% Soil, Water and Air 

h. 0.7% Fire operations 

2- The above percentages were applied to the $493 million total to determine the 
monies associated with each activity. See "Total Dollars Needed" column in table below. 

3- Average planning costs per unit of output were utilized to determine the ap- 
proximate number of units that could be accomplished. See "Total Units and Unit of 
Measure" column in table below. 
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Mr. Stewart. The other thing I would like to say, if I could, is 
both the administration and the appropriations subcommittees in 
the House and Senate have been wrestling with this issue of how 
we deal with the firefighting costs. They have increased that budg- 
et in recent years. There have been several approaches as to how 
that could be done. So far, it is not totally resolved and there is 
still — if you had a 1996 fire year or a 1994 fire year or a 1987, was 
it, that we had the big one here in California? We probably would 
still have some difficulties, even with the increased appropriations. 
Again, the authority is that if you are actually fighting fires, you 
can use any available fund. Then you have to go back and get it 
reimbursed. 

Mr. Davis. The other question the chairman had is what are the 
other funds you are taking it from? Obviously the trust fund is sit- 
ting there and it is kind of helpless, it just lies around. Over the 
long term, if this money is not replenished, you will defeat the 
whole purpose of the Knutson-Vandenberg Act and it would just be 
good to be able to quantify and go back and say here is what we 
could have done if we had done this thing appropriately or not had 
to take money out of the fund. 

Mr. Stewart. We will be glad to do that. 

Mr. Davis. It will give a better understanding I think to the 
Members. 

Mr. Meissner. Mr. Davis. 

Mr. Davis. Yes. 

Mr. Meissner. We might be able to help a little bit with some 
numbers. When we did the work in June 1996, the Forest Service 
had outstanding about $942 million worth of projects in the K-V 
Fund. So at the time that they were roughly $420 million in the 
hole, they had $942 million worth of projects to do. As Mr. Stewart 
said, they were already lined up as projects to be done, so 

Mr. Davis. So these get delayed or not done or whatever. 

Mr. Meissner. That is a big difference. Obviously that is half of 
it that could not be done because the money had not been replen- 
ished. 

Mr. Davis. I guess my question is which half did not get done? 
And the other question I tried to ask earlier is how do we deter- 
mine what projects are done? Is there an advisory committee to 
help on some of these items, to help ferret it out so that we are 
not constantly having these other fights in terms of setting the pri- 
orities? How do you set those priorities eind what groups are just 
advisory to the Forest Service in trying to do it? 

Mr. Stewart. The simple answer on the individual sale is that 
the priorities are set by the plain that is done in advance of the 
sale. The bigger question is when money is tight, where the invest- 
ment goes around the country, that is a different question and I do 
not have with me an answer to that, but I am sure we can get you 
one. 

Mr. Davis. Let me ask a couple of questions of the GAO. The 
subcommittee received a report that the Forest Service had lost 
some firearms. Did your review uncover anything of this nature? 

Mr. Meissner. No. 

Mr. Davis. And you noted that the Forest Service has problems 
with internal controls. Could you talk about the internal controls 
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for the non-auditors that are present? And given the lack of inter- 
nal controls, is it conceivable that equipment could be stolen and 
not detected? 

Ms. Calbom. Yes, it is, smd one of the big problems, as I men- 
tioned, is this lack of safe^arding controls over assets. It is con- 
ceivable that assets could be stolen and no one would even know 
it. 

Mr. Davis. OK. Was any property or equipment discovered to be 
lost as a result of the recent audit? 

Ms. Calbom. None that I am aware of. Again, we have not seen 
the 1997 results, but what you have to realize is because there 
have never been good inventories to begin with, even if something 
was missing it could go undetected. If you do not have a baseline 
to begin with, how in the world would you ever know something 
is missing. 

Mr. Davis. And let me ask the Forest Service, I understand the 
Forest Service was among the early leaders among agencies for the 
Government Performance and Results Act. Has the strategic plan- 
ning process affected your activities at all and could you describe 
how and what do you consider your key outcomes here in the Ange- 
les National Forest? 

Mr. Stewart. The latter part of your question I will let Mike 
Rogers answer, but one of the things I would like to say — and I 
think the reason why the Forest Service did embrace GPRA, the 
Results Act, as Members of Congress call it, for good reason, is that 
it probably represents the first really good management tool, com- 
plete tool. The Forest Service has been doing strategic planning for 
a long time, the Resources Planning Act has been around for quite 
a number of years. But there is no teeth in it. We can come forward 
with a recommended program and it often was not tied to reality, 
it was tied to what we would like to see in the future, without any 
ties back to budget realities. 

The nice thing about GPRA is it has not only a strategic plan but 
also an annual performance plan which is tied to budget and an 
annual performance report. Sometime early next year, we will 
produce for Congress a report that says here is what we said — well, 
pardon me, at the end of 1999, which is the first year that there 
will be a full performance plan — ^we will report back to Congress, 
here is what we said we were going to do and here is what we did 
do. If we did not do what we said, here is what we are going to 
do to fix it. That is the first time I know of anywhere in Govern- 
ment where we have used what essentially probably has been com- 
mon practice in business. It has changed the way we have done 
business, it has focused us. One of the things we are stuck with 
is that in the change from sort of the historic commodity programs 
to more of a land stewardship kind of role and ecosystem manage- 
ment, many of the measures that we have been using to track our 

! >erformance eire more related to things like board feet and things 
ike that, and they do not necessarily tell you a good measure of 
the land, and so we are having to develop new measures. Many of 
those are not the sort of thing that you can report annual change 
in. In other words, investments in a watershed to improve the wa- 
tershed may not show effects for 5 or 10 yeeirs. In the meantime, 
we need to be accountable for the investments we make on an an- 
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nual basis. So we are wrestling with how you tie short-term ex- 
penditures to long-term change. And we have some thoughts on 
that, we are not unique in the natural resource arena, there is a 
natural resource forum that includes EPA and the other natural re- 
source agencies wrestling with how we do this very thing. 

Finally, we have taken the performance plan concept one step 
further and we disaggregated the performance outputs in that plan 
down to the regions and the regions probably in turn have done 
that down to the forest level, and included key indicators in the 
performance plan, in the individual performance, for people like 
Mike Rogers and myself. So what it is tending toward is to provide 
personal accountability for achieving the outputs that we said we 
were going to produce. 

In terms oi how that plays out and what are the important 
things for the Angeles, I will let Mike respond to that. 

Mr. Rogers. Your question is very appropriate. The Angeles is 
a lot different as a national forest than the other 155 national for- 
ests. The southern Califomia forests, for that matter, are different. 
When you look at the Government Performance Results Act, it is 
about commodity production and we are service providers. So very 
few of the components in the Government Performance Results Act 
apply directly to these four forests. When you look through the list 
of tangibles that we have to report back on, we are not in there, 
we do not do those kinds of things, we do not produce board feet. 
So there is a lot of work that is going to have to be done to make 
it fit for the unique forests that are service providers rather than 
commodity producers. 

Mr. Davis. Thank you. 

Mr. Stewart. If I might just add one thing, one of the issues be- 
fore us here is financial management and the whole accountability 
issue. One of the three strategic goals in that plan — ^there are three 
strategic goals. One of them is organizational effectiveness. 

When we did consultation with the key committees on the Hill, 
they initially argued that that was not an appropriate strategic 
goal, I mean that is just something that should be expected. I think 
as they heard more and more about some of our problems with in- 
formation, they recognized the need for it and now generally accept 
it. In that one, we have specific goals related to both financial man- 
agement and information management in general. Those also are 
disaggregated to appropriate line officers and fiscal agents and so 
forth within the organization for accomplishment. 

Mr. Horn. I want to commend you on working on those perform- 
ance indicators. We regard this in terms of the leadership of the 
House, this subcommittee, as the most important thing we could be 
doing and the executive branch could be doing. We have held ex- 
tensive hearings on this, this proposal came out of our sub- 
committee, and we have been tremendously impressed with the 
State of Oregon and how they have developed performance indica- 
tors, benchmarks, if you will, as to the success or failure of any of 
its programs. 

I was t h in ki ng as you were talking, I do not know if they have 
applied it to their State forestry operations, but it might be inter- 
esting to see what Oregon is doing. I think a lot of us read recently 
about the Governor of Oregon, who is sort of a new breed of person 
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in the governorship, an M.D., an environmentalist, and a tough- 
spoken person. So I think it will be worth looking at. We will prob- 
ably go out there, hold a hearing on what they are doing. 

V^at we are trying to model all this after is what New Zealand 
and Australia have already done. They are the two most reformed 
Governments in the world. We are not. But in some of the cities 
of America, they have certainly done a good job and I commend you 
for pursuing this because first, we have got to get that financial 
system working that tie dollars and cents, but we should not be 
measuring achievement on just dollars and cents, we have got to 
measure on what are the needs of the clientele, if you will, both 
professionally, the citizens, the residents, whatever, the traveler. 
To tiy and relate what you are doing to that is not easy. We had 
a staff, the authorizing type, and the appropriations tjrpe, and our 
oversight types, that went over all these plans and gave them 
grades. Some of them were very good. Some of them had a long 
way to go, but it is a new experience for most of the executive 
branch. But I think most of your people, when they went to under- 
graduate school, which a lot of yours have, I would think probably 
got into this approach in how you analyze are you achieving some- 
thing. And it is not just how many dollars you spent or all the rest 
of it, it is some of those categories you mentioned. 

Do you have any other news at this point as to how that is com- 
ing and how it is going to be developed? It seems to me it has got 
to go from the bottom up, the people that are living out there in 
the forests should be the ones that are sajdng, “well, here are some 
of the things we are trying to do.” 

Mr. Stewart. One of the complaints of the current strategic plan 
is initially it was developed as the Resource Planning Act proposed 
program, draft program for 1995, and had been accepted by 0MB 
and even GAO that that would be our strategic plan. As that start- 
ed through the process and people began looking at it critically, 
they said it really did not meet the requirements, and so we went 
through a series of iterations of rewriting of it. As it came out, it 
looked somewhat different than the RPA program, which had a sig- 
nificant amount of public involvement. Because of that, we have 
had criticism that we have not involved the public in the strategic 
plan. 

Last week, we had a national teleconference with Forest Service 
employees, hosted by the Chief, in which he laid out a strategy for 
revising that plan and doing exactly what you say, beginning with 
the ground up. The expectation is that the forests and other field 
units of the Forest Service and the national office will begin a na- 
tional dialog internally and externally with our publics to help 
shape the next version of that strategic plan. It is required every 
3 years — that is the requirement, you can do it in less. So our in- 
tent is to try to re-examine that plan as quickly as possible. 

As part of that, we have a number of efforts working with other 
agencies and State foresters and others of doing as you said, trying 
to come up with better measures. Because the ones we have fr ank - 
ly — and we have been very open in admitting that — are more — ^they 
are the easy things to measure, but not necessarily the right things 
to measure, given your long term strategy. 
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I disagree a little bit with Mike in that there is a whole host of 
things on health of the land, but they again are not the things that 
you can measure very well on an annual Investment basis and we 
have got to really work on that. 

Mr. Horn. Did you have some more questions? 

Mr. Davis. No. 

Mr. Horn. Let me go hack to the one Mr. Davis asked of the For- 
est Service on these lost firearms. We received a report the Forest 
Service has lost some firearms. Did your review uncover — have you 
done any review within the Forest l^rvice on this? Apparently nre- 
£irms are missing. 

Mr. Stewart. I am not aware of that. That does not mean it does 
not exist, I am just not aware of it. 

Mr. Horn. Yes, this would be a whistleblower comment and I do 
not know at this point what particular forest this occurred. But 
how do you deal with the equipment situation? A lot of it gets some 
pretty rough use in terms of fires and snows and all the rest of it. 
What kind of an inventory system do we have in the Forest Serv- 
ice? 

[The information referred to follows:] 
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United States 
Department 
of Agriculture 


Forest 

Service 


Washington Office 


14th Si Independence SW 
P.O. Box 96090 
Washington, DC 20090-6090 


File Code: 

Route To: 

5380/6400 

Date: September 2, 1 998 

Subject: 

Firearms 


To; 

Thelma Strong 



You had asked me to give you a response to Congressman Horn’s question to Ron Stewart 
concerning lost firearms within the Forest Service. Law Enforcement and Investigations (LE&l) 
only inventories firearms that are assigned to law enforcement officers and special agents. The 
Forest Service has many more firearms that are used by employees for cone shooting, porcupine 
control, protection from bears, etc. The overall responsibility for property management and 
accountability for firearms would be Property and Procurement. 

The Office of Inspector General (OIG) is currently preparing plans to conduct a complete 
physical inventory of all firearms owned by the Forest Service. The Forest Service awaits 
completion of the inventory for the confprehensive answer on status of firearms. 

If you have any questions or need further information, please contact me. 


/S/Greg Nichols 

GREG NICHOLS 
Assistant Director 

Law Enforcement and Investigations 


I 


Ctring for the Land sad Serving People 
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Mr. Stewart. Of course one of the things in the GAO and OIG 
audits that showed us to be deficient is that we did not have a cur- 
rent inventory or did we necessarily have the value of our property, 
including the physical property, land, and buildings. We have been 
in the process very intensively, I know Mike was telling me yester- 
day how much energy and effort they are investing into going out 
appraising land values and building values and getting a full in- 
ventory of materials. 

I would be surprised though in the law enforcement arena or 
even in the fire arena, we generally have a much better inventory 
there. It is true that when you get large fires going and you are 
removing equipment from the fire caches, that a lot of that equip- 
ment becomes expendable. That is, batteries wear out, those lands 
of things, and equipment is broken. But they do account for it I 
think fairly intensively there. The problems seem to be in other 
areas where we have not kept as good record, but I would certainly 
be glad to followup on this, this is news to me. 

Mr. Horn. When we get more information, we will call you on 
that and give it to you. 

Mr. Stewart. Good, thank you. 

Mr. Horn. In 1996, Congress passed a law that was sponsored 
by our wonderful late colleague, Steve Schiff, who represented Al- 
buquerque and just died a few months ago. It allowed the Forest 
Service to lend their craft to private firefighting companies when 
you have one of these fires. This program has been plagued, I am 
told, by accountability problems and loaned aircraft which really 
became grants. Has any progress been made on addressing the con- 
cerns that were raised? I think the inspector general’s reports also 
mentioned this situation. Where are we on that? 

Mr. Stewart. The issue actually predated that law. In fact, the 
law was written as a result of the early investigations in which ap- 
parently there had been some improper use of the Aircraft Antiq- 
uities Act or something like that in transferring property. Some of 
the newer aircraft, newer being things being built in the 1950’s and 
1960’s, C- 130’s and P-3’s. That law now makes it legal. We have 
been in the process of finalizing the regulations and the contract 
provisions to make that happen. Because of the controversy, there 
has been a lot of interest in how that is going to work. It is my 
understanding that that is soon to be done, it involves the Depart- 
ment of Defense, since they own the aircraft, and the Forest Serv- 
ice and the contractors. But we are very close to having that 
worked out and that law was, again, a tenific piece of legislation. 

I was, last week — one of my jobs is I am chief accident investi- 
gator for the Chiefs office, and we had an air tanker go down in 
New Mexico and the pilot and copilot were killed. If you look at our 
aircraft fleet, it is very, very old and the opportunity to bring in 
this newer, faster equipment is going to probably, in the long term, 
make our firefighting forces much more effective. It is a piece of 
legislation that is very welcome and has taken, unfortunately, 
longer than we had hoped to work through all the negotiations 
with Department of Defense and the other responsible parties. 

Mr. Horn. Now has the Forest Service asked for appropriate 
equipment in its budget presentation and did the Secretary ap- 
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prove that? Did 0MB approve it? Did the President cut it? What 
happened? 

Mr. Stewart. We have generally had very strong support within 
the administration and in Congress, as I mentioned earlier, for our 
firefighting efforts. The difference has been how you fund emer- 
gency firefighting efforts. Again, I think to be fair, folks have said 
with all the other immediate issues, since you have authority to 
spend any available funds, it is one we will deal with as it comes 
up. We have probably, both as an agency and as a Congress, sort 
of overlooked some of that. But in terms of getting the equipment 
we need, I think in general that has not been a problem. I will 
point out that the aircraft that we use, the air tankers we use, and 
a lot of the aircraft fleet that are accessible to Federal agencies and 
States in terms of fire emergencies like the one in Florida are 
under contract, and therefore not owned by us, and part of the fire- 
fighting appropriation. 

Mr. Horn. Now as I understand it, the Department of Defense 
can give you excess vehicles, aircraft, that they have and just want 
to retire and get a new generation. How is that working? 

Mr. Stewart. Very well. A great example of it is the State of 
California, one I am somewhat familiar with. Their aircraft, their 
base air tanker, which is the S-2, is a surplus Government aircraft 
that was a Navy aircraft that actually, as I understand it, they are 
probably owned by the Forest Service and loaned to the State of 
California. Much of their helicopter fleet is also surplus military, 
probably owned by the Forest Service and loaned through the Sur- 
plus Government Property Program to the State. It seems to work 
very well. There has always been concerns about the management 
of that, there have been several oversights by GAO and others of 
it periodically. As far as I know, any deficiencies in that program 
have been largely corrected. 

Mr. Horn. Does the Forest Service have the authority to loan to 
the State of California, when they have a fire problem and then 
that equipment reverts to the Forest Service? How does that work? 

Mr. Stewart. Generally, we are under sort of a mutual assist- 
ance agreement emd the closest avmlable resources and then they 
reimburse each other after the fact. So, for example, Mike Rogers 
and I had the unexpected pleasure in 1993 of being down here for 
the big fire siege. While there were fires on National Forest System 
lands, there were a lot of them that were on county protected and 
State protected lands. Nobody worried about the color of uniforms 
or an^hing else, we fought the fire and we fought them side by 
side. I think there were 15,000 Federal firefighters down here. 
Many of the aircraft were under Federal contract. 

After it was said and done, we kept records of whose fire they 
were on and what resources were used and then we reimbursed 
each other. Sometimes we find it is a wash. 

Mr. Horn. Yeah. 

Mr. Stewart. Therefore, you do not worry too much about trans- 
ferring the records. You validate that it was 

Mr. Horn. What is going on in Florida right now, I think is a 
good example of this, where they are coming from all over the 
United States. 
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Mr. Stewart. In fact, some of Mike’s people are down there, I 
understand. 

Mr. Horn. Does the General Accounting Office have any com- 
ments on this swap of equipment and inventory and so forth? 

Mr. Meissner. We are currently not doing any work in that area. 
We have simply accumulated how much money is spent for fire- 
fighting — pre-suppression and suppression costs. We have periodi- 
c^ly though, Mr. Chairman, looked at that as Mr. Stewart dis- 
cussed, but we are doing nothing that is current. 

Mr. Horn. Any comment to make on that? 

Ms. Calbom. Again, as far as financial management goes, there 
is a real lack of controls and it gives rise to the very real possibility 
that some of this equipment that is swapped or costs that are in- 
curred between the different branches of Government would not get 
picked up properly, therefore, we would not be able to know what 
the true costs of fighting these fires are. 

Mr. Horn. Well, do we have any suspicion that some of it is just 
going on a black market, shall we say, being dumped somewhere, 
resold as surplus equipment, that kind of thing? 

Ms. Calbom. We do not have any information along those lines, 
no. 

Mr. Horn. OK Well, since we are talking with GAO, could you 
give us in greater detail your comment on the various problems in 
financial management that could result in unnecessary budget re- 
quests? 

Ms. Calbom. Really a couple different areas. As an example, if 
you do not have a good inventory of your equipment, you may have 
a request to purchase equipment that you already have. You may 
have it in a warehouse in North Dakota and not realize it. It is just 
this matter of knowing what you have so that when you neea it, 
it is there and it is accessible. 

Another example would be in the area of accounts receivable 
which the Forest Service has had a very difficult time tracking, and 
I know they are working very hard on this area as well. But if you 
cannot properly track your accounts receivable for reimbursable 
services, and therefore you do not get reimbursed, that is just less 
money you have got to spend on your program activities, so you 
have got to request that much more money. So it is those t 3 q>es of 
items, the general lack of keeping the purse strings tight. 

Mr. Horn. See, I mentioned earlier the situation we had with the 
Pentagon where we could not find $25 billion and it is now down 
to $10. The problem was they never could match their acquisition 
purchase documents with their inventory. And they did not know 
what they had either. When your team I think went over to look 
at Department of Defense why you found missing missile launchers 
and everything else, and a few boats were missing. That is hard 
to believe, but nothing is hard to believe when it comes to the Pen- 
tagon. 

Anyhow, any feelings you have got on this situation? How are we 
doing? 

Mr. Stewart. Well, just to indicate what some of the — ^maybe to 
confirm what some of the problems are, the Foundation Financial 
Information System, which is absolutely critical, or something like 
it, to be able to have a good accounting system, it was tested this 
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year in two regions of the Forest Service, Pacific Northwest Region, 
which is Oregon and Washington, the State of Alaska, which is Re- 
gion 10, and the Pacific Northwest Research Station, which actu- 
ally covers both of those regions. And in the implementation of 
that, we discovered a number of problems, which apparently were 
unanticipated. But one of the things — -just to understand some of 
the complexity of this thing and, you know, we share, the agency 
shares in creating some of the complexity and a lot of others do too. 
I think there is enough blame to go around in this one in terms 
of creating a monster. But there is something like 75 million trans- 
actions a month that are entered in nationally, not just in those 
areas in the test, and there are 800 data points. So trying to get 
quality control of the information entered has been virtually impos- 
sible. Plus I have forgotten how many millions of management 
codes we have, some of which have only $5,000 deposited. Nobody 
has ever asked the question what information do we need to man- 
age the agency. And I would like to say being a forester, it is prob- 
ably because people like me were running the outfit and our knowl- 
edge and interest was on the natural resource side and fr ankl y, 
that is where the public’s and Confess’ has generally been. It is 
when we started and when OIG and others really began looking at 
a lot of those that we began realizing just how inadequate our fi- 
nancial information is to make good decisions. 

You made a point earlier that I would like to re-emphasize, and 
that is that if we do not get good financial information, we might 
as well give up the rest. .Ml the other ideas and things we got just 
do not make a lot of sense. Until we can account for what we have 
got, what we own and what we are spending and what we are col- 
lecting, the rest of it does not make a lot of sense right now. So 
the energy and the effort are going into trying to make the finan- 
cial system work. 

Now while we are trying to get this Foundation Financial System 
up and running, we are not sitting around. One of the things that 
every forest, every unit is doing is going through edl of its property 
inventory, it is doing appraisals on its facilities, it is updating a 
data base we have got c^led infrastructure, which will give us fi- 
nally I think a good measure of what we own and what condition 
it is in, which is another question. We have made estimates of our 
backlog and facilities maintenance. 

Mr. Horn. On that very point of the appraisal and condition, has 
the national headquarters given the basic scale of what degree of 
degradation, shall we say, in housing, offices in the forest — ^how are 
we getting at that so you can get some comparability of data be- 
tween forests? 

Mr. Stewart. I think there is also a new system being imple- 
mented for looking at our recreation facilities too. I am trying to 
remember the name of it. Right now, we do not have a very con- 
sistent way of doing that and it probably is very different from unit 
to unit across the country. 

Mr. Horn. Let me move to the Knutson-Vandenberg legislation 
agsdn and ask GAO, what recommendations have you made to 
produce a working budget in this and does anything concern you 
on the previous dialog Mr. Davis and I had about taUng the funds 
from Knutson-Vandenberg and using them for firefighting and then 
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hoping Congress in its largesse will refill the pot. What kind of sit- 
uation do you see here? 

Mr. Meissner. I think you correctly said that this is a nice viable 
pot of money and it is easy to have access to emd it probably works 
OK as long as it is restored. There is a new piece of data though 
that I did not say earlier that is kind of signiucant here. The For- 
est Service runs in the K-V program about $180 million a year in 
expenditures. By their own estimates, not mine, the Forest Service, 
at the end of fiscal year 1999, is only going to have $230 million 
left in the ftmd. Now it does not take very much time if I am run- 
ning $180 million a year in expenditures and I have only got a bal- 
ance of $230 million. The balance will not last very long. Since the 
Forest Service generally has a 2-year budget process, you can see, 
it will not even cover the next 2 years. They may say that they 
keep adding money to the fund, but you need to remember that 
every dollar they add to the fund sets up another obligation for an- 
other project. ^ yes, while more money is added every year, the 
amount that is added every year, because of the decreasing timber 

E rogram, is going down substantially. So it is only a matter of time 
efore there is not enough money in that fund if it is not restored. 
So the answer is easy. You have $900 million worth of projects but 
you have only $233 million left in the fund, that is a difference that 
cannot be sustained. They are going to have to get the money 
someplace else. 

Mr. Horn. Has the Forest Service thought about that issue, as 
things decline? What is the thinking? 

Mr. Stewart. Well, first of all, obviously we have depended on 
collections from our timber progitun to do a lot of good work on the 
ground. As I said, originally the intent with K-V was to make sure 
you reforested the harvested area. In recent years, that expanded 
to include wildlife habitat improvement, watershed improvements, 
emd a lot of other things. We have funded a lot of work through 
that program, but we are not cutting 11 to 12 billion boardfeet any 
more, it is about 3.5 billion. So we are not collecting the receipts. 
So we have gone back, with the administration’s support, and pro- 
posed direct funding through appropriations much of that same 
work, and not rely on timber receipts and timber generated reve- 
nues in order to conduct those programs. 

Along with that, there has been a related thing, and Mr. Davis 
brought this up, this issue of rural communities and the tension be- 
tween rural and urban communities on the whole timber program, 
because rural counties oftentimes get a significant amount of the 
revenue for roads and schools from timber receipts. Now they get 
them from all receipts, including recreation receipts, but those have 
been in the past relatively sm^l compared to what has come out 
of the timber program. So as our timber program has gone down, 
the counties have seen marked declines in their budgets. 

There is also an administration proposal that was sent by the 
Secretary of Agriculture earlier this year to find a way to fund the 
county school eind roads programs, that portion of the so-called 25- 
percent fimd, from a permanent and definite appropriation. That is 
being considered in Congress not likely, the way it looks, to be 
passed this year, but at least it is out on the table being debated. 
Again, it is this link that so much of what we did was tied to re- 
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ceipts collected from the timber program which is no longer there. 
How do you get that work done? Similar situation with the recre- 
ation program, if you cannot do the program with appropriated dol- 
lars because of the constraints on the budget, how — ^you either do 
not do those things — and I have not heard people tell us to close 
campgrounds, close trails, and not to clean the toilets — ^how do you 
fund those things? It is creating, I think, a whole new area of de- 
bate about how we fund the Federal land management agencies. It 
will be very interesting over the next several years. 

Mr. Horn. Let me ask you both, is it fair to call the Knutson- 
Vandenberg Fund an off-budget fund? My experience with off-budg- 
et funds is the budget control agency, be it State or National, take 
into account when you have got a trust fund and say oh, gee, that 
is interesting, we will just cut your budget elsewhere. Now what 
kind of experience have you had on the reforestation, do the au- 
thorizing committees say wait a minute, we know you have got 
that pot over there, do not cry so much, et cetera — what has your 
experience been? 

Mr. Stewart. I am sure our authorizing committees have altru- 
istic motives in trying to do the best balance for the Forest Service. 
I think that is a danger that is always there. It is kind of like is 
it e 2 isier to dip than to fully fund an emergency fire program which 
is going to be on budget. Everybody can play a game, and what I 
am sa 3 ring is something Chief Thomas said before me, before the 
appropriations committees, we sort of played a game with the fire 
budget in that rather than coming up with a budget buster and 
funding the program for what you really need to, using like a 5- 
or 10-year average of what we spend for firefighting, it is much 
easier to sort of ignore it and pay for it later. In the meantime, bor- 
row against available funds. I cannot say that they have purposely 
done that or that the administration has, at least, there has never 
been any discussions in which there has been purposeful tradeoffs 
of those kinds of things. 

You are correct though, it is not a free lunch. The rate at which 
you cem use the funds in a year is controlled by 0MB through their 
apportionment. In fact, once, we actually triggered the apportionate 
part of the NA Deficiency Act in our fire program, which was I be- 
lieve in 1996, in which we underestimate what the expenditures 
were going to be and we had the money, which was K-V and per- 
haps other funds, and we spent it, but it was above our appor- 
tioned amount and therefore we triggered it. 

Mr. Horn. I was going to ask on other funds, are there any other 
funds similar to the Knutson-Vandenberg Fund available to the 
Forest Service? 

Mr. Stewart. We have a number, we have the reforestation 
trust fund and 

Mr. Horn. Is that the Weeks Fimd, or which one? Senator Weeks 
in 1911 or so? 

Mr. Stewart. Mike may know. I am not sure exactly. There is 
a number, salvage sale fund is another one which is available to 
the Forest Service where it does not have to be appropriated. As 
I say, the reforestation trust and some others. 
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Mr. Horn. Well, why do you not just give us a nice little chart 
to put at this point in the record? 

Mr. Stewart. Be easy to do. 

Mr. Horn. OK. 

[The information referred to follows:] 
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Enclosure D 

Forest Service Management - July 7, 1 998 Hearing 

Bellflower, California 

Reply to request in transcript, page 75, line 1 732 

Permanent & Trust Funds 



$ in Thousands 


1998 

1999 

Cooperative Work: 

Final 

Presidents Budget 

Knutson-Vandenburg (K-V) 

$143,000 

$133,000 

Cooperative Work: 

Other 

$53,364 

$53,364 

Brush Disposal 

$24,000 

$25,900 

Licensee Programs 

$121 

$121 

Restoration of Forestlands & Impv. 

$600 

$600 

Recreation Fee 

Collection Costs 

$1,125 

$975 

Recreation Fee 

Demonstration Program 

$16,000 

$20,000 

Purchaser Election 

Program 

$6,499 

$6,499 

Timber Salvage 

Sales 

$171,000 

$159,000 

Timber Sales 

Pipeline Restoration Fund 

$2089 

$4,285 

Receipts for 

Roads and Trails 

$28,342 

$27,371 

Midewin NTP 

Rental Fees 

$1,200 

$1,200 

Midewin NTP 

Restoration Fund 

$5 

$100 



99 


14. Operation and Maintenance of Quarters 


$6,772 


$ 8,000 
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Mr. Horn. What is a typical amount and what is in there now, 
this kind of thing. 

Mr. Stewart. I do not have the number with me. 

Mr. Horn. No, we will just put them in the record and clean up 
the record in the next 3 weeks, if you could. 

Moving to the accounting group again, do we know how stand- 
ardized the accounting is among regions of the Forest Service, or 
are there differences in accounting? Do you pretty much have each 
regional end of the Forest Service do things in the same way on 
the accounting, for accounting purposes, or is it just — is there no 
uniformity in this? That is what I am curious about. Has GAO 
looked at that? 

Mr. Meissner. I think we can respond to that. 

Mr. Stewart. And I am sure I will be in agreement with you. 
[Laughter.] 

Ms. Calbom. You know, that has been part of the problem, and 
I know that policies and procedures are being developed now and 
have been and are starting to be implemented, but the whole au- 
tonomous structure has been part of the problem that has got the 
Forest Service in the mess it is in today. 

Mr. Horn. So the question is how far are we coming to get com- 
parability between regions? 

Mr. Stewart. A long way. The philosophy had been historically 
that everything was d^entralized. That goes back to a principle 
that Gifford Pinchot had, and it really related in those days to the 
natural resource side of things. In other words, you could not na- 
tionalize decisions that needed to be made locally because the con- 
ditions were best understood by the local manager. We took that 
to the extreme in almost everything and generSly only provided 
very, very broad guidance on ^most every aspect of management 
of the Forest Service, and as just was pointed out, that is probably 
the stren^h of the agency and also its biggest weakness. 

The philosophy now is decentralize natural resource decision- 
making, centralize the business information. So we are standard- 
izing everything from our natural resources data bases and our fi- 
nancial data bases and there will be less flexibility for local inter- 
pretation, much tighter controls over what kind of data goes in and 
how it is used, what kinds of analyses are performed and so forth. 
But that is a major change in philosophy and it has not come easy 
because it has gone against sort of the culture of the organization. 

Mr. Horn. Any comments. 

Mr. Meissner. This is am exceptionally decentralized organiza- 
tion and I cannot emphasize that any more, which allows a great 
deal of creativity. As Mr. Stewart said, some times creativity adds 
to insight, but when you are creative with the accounting system 
or creative with the way you account for funds, that probaWy is not 
on the good side of that equation. To repeat, it is an exceptionally 
decentr^ized agency. We have never, whenever we have looked at 
programs, found consistency. There is one Forest Service standard, 
but if we go to three locations, we may find three different ways 
of doing business and that is commonplace within the agency, and 
it is something they really have to fight hard against. It is really 
a difficult situation that they have accepted over decades, this de- 
centralized creative accounting system and the way they account 
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for funds eind the way they do business. And to say we are not 
going to do that any longer is a major change in their culture and 
it is not that easy to accomplish. 

Mr. Horn. Well, I do not want to thwart creativity either, I 
might say. I know that battle of headquarters and field, we all do 
it, I think. The only way to break some of that down is you move 
people back and forth so they understand “Mile’s law,” where you 
stand depends on where you sit. 

Mr. Stewart. I did not realize that was from Miles, I have used 
it frequently. 

Mr. Horn. That is Rufus Miles, Assistant Secretary for Manage- 
ment in HEW and there is a whole article he wrote under the Pub- 
lic Administration Review, where all the little corollaries go on too. 

The Knutson-Vandenberg Fund I understand had, at least at one 
point in time, as much as 27 percent of the fund was tjiken for 
overhead. Is that about the current figure? 

Mr. Stewart. That is about the current national average I be- 
lieve, yes. 

Mr. Horn. What do we do with that 27 percent overhead? What 
happens to it? 

Mr. Stewart. Our position is that we pay for the indirect costs; 
that is, management oversight and the costs of providing that man- 
agement oversight, for common services such as space, computers, 
utilities, phones, and so forth, and for common services such as 
personnel management. We pay for that two different ways. One 
is with general assessment, and that is defined by Congress and 
every year we go forward with a definition of how we are going to 
spend that money on what specifically. But mostly that goes unless 
you cannot identify a benefiting function without going through a 
Herculean effort. But the first rule is if you can identify a bene- 
fiting function, it will pay for those costs. They are called indirect 
in that the direct costs are the person going out emd planting the 
tree or the people immediately close to the ground. But they cannot 
do their work if they do not have space, if they do not have vehi- 
cles, if they do not have telephones, and if they do not have over- 
sight. 

Mr. Horn. Is the 27 percent directly related to the remsiinder 
and how that is expended, or is the 27 percent just thrown into a 
Forest Service pot to help lower their actual budget expenditures 
for support services that have nothing to do with reforesting trees 
in the National Forest Service? 

Mr. Stewart. I cannot tell you what individuals do, I can tell 
you what at least the philosophy is, and that is to charge against 
those funds, the trust funds — and there is more than K-V, as we 
were mentioning. 

Mr. Horn. Yeah. 

Mr. Stewart. To try to attribute to them, as closely as we C8ui, 
the actual overhead costs, if you will, or indirect costs. That is one 
of the reasons if you were to look at the different funds and GAO 
looked I think at five different trust funds, that the rates of indi- 
rect charge are different between them. The K-V is about 27 per- 
cent, 1 think. 

Mr. Meissner. K-V is on the high side. 
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Mr. Stewart. Yeah, and the others are lower. But the others, if 
you were to look at what it costs in terms of space and other kinds 
of things to deliver them, are somewhat less, and so in an attempt 
at least to t^ to get at the real costs, the rate at which they are 
charged is different. So it is not an arbitrary — we need 27 percent 
or we need X number of dollars — ^that works out to be 27 percent. 
There is at least an attempt to try and calculate what the actual 
space used and so forth, and apportion it out accordingly. 

Mr. Horn. I am tempted to say that trees cannot squeal, but 
maybe the other trust mnds have advocacy groups that squeal a 
lot. I mean, is that true with Knutson-Vandenberg? 

Mr. Stewart. Well, you have John Hofmann here from the tim- 
ber industry, I am sure he will squeal about the salvage sale funds. 

Mr. Horn. OK I am curious what GAO has, do you have some 
basic ground rules you have developed over the years as to how one 
attributes overhead and distributes overhead and charges ageunst 
a fund for overhead? GAO, any guidance on that? 

Mr. Meissner. Absolutely. A couple of things about this, I think 
your 27 percent would not be so serious except that since 1993, it 
is a 50 percent increase. So I think the significant thing is not just 
that it is 27 percent, but in just a 5-year period of time, the propor- 
tion has increased 50 percent over what it was. That is a remark- 
able change over a short period of time. 

We are currently doing some work for Congressman Smith and 
House Amculture on looking at overhead overall, and there are 
some primlems with the definitions. It is not as easy as indirect 
and direct costs, and there may be some questions about whether 
the current definition that the Forest Service uses even complies 
with Federal standards. That is some work that we are working on 
right now. 

Mr. Horn. Well, is the Federal standard the Office of Manage- 
ment and Budget? 

Mr. Meissner. Again, it is an organization that has now devel- 
oped some standards, I think they were published July 1995, if I 
remember the date correctly. 

Mr. Horn. Are you talking about the accounting board 

Mr. Meissner. Yes. 

Mr. Horn [continuing]. Standards. 

Mr. Meissner. Yes. 

Mr. Horn. Has 0MB ever adopted them in one of their A circu- 
lars and given guidance to the executive branch as to how you fig- 
ure that overhead? 

Mr. Meissner. For purposes of the definitions, they have pub- 
lished a document over their signature on how they define the 
terms. I may have to rely on Linda for that. 

Ms. Calbom. All FASAB standards are in effect adopted by 
0MB. 

Mr. Horn. Yes, spell out what FASAB is. 

Ms. Calbom. The Federal Accounting Standards Advisory Board. 

Mr. Horn. Right, and is it made up of people from outside the 
Government as well as in? 

Ms. Calbom, It is primarily inside the Government. You have got 
0MB 

Mr. Horn. I thought we had some leading accountants on there. 
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Ms. Calbom. Not on this — ^well, these are leading accountants 
currently on the board; for instance, GAO’s chief accountant sits on 
that board, who spent many, many years in a big six firm, so we 
do have some — in that context, we do have some outside account- 
ants. There are some — ^for instance, Don Chapin, the former chief 
accountant of GAO is on that board as well. 

Mr. Horn. So they have issued some standards. 

Ms. Calbom. Yes this is the cost accounting standard. 

Mr. Horn. OK, now has the Office of Management and Budget 
adopted those standards? 

Ms. Calbom. Yes. 

Mr. Horn. OK, what is the circular, do you know? The staff can 
get it. 

Ms. Calbom. I am not sure which circular, but 0MB publishes 
the FASAB standards, but I am not sure 

Mr. Horn. So that is presumably the guidance you are following. 
That is all I am curious about. 

Mr. Meissner. It is not the guidance they are currently fol- 
lowing. 

Mr. Stewart. I was just going to say, I doubt that it is right now 
or we probably would not have a problem with definition. 

Ms. Calbom. Yes, that statement number, statement four I be- 
lieve it is, has — ^the cost accounting standard which is just in effect 
for fiscal year 1998. 

Mr. Horn. OK, I am just looking here at what else I want to pur- 
sue before we get back to some other aspects here. 

Let me ask you one final question and then we will let you go, 
unless some of you are going to stay here during the other wit- 
nesses on panel two. I would appreciate it, because we might have 
some questions come up where we would like to ask you about 
them. 

You are fEuniliar with the Government Corporations Control Act, 
that has been on the books for I think about 50 years. Under it. 
Government corporations get separate treatment because they have 
large numbers of business-like transactions. The Hoover Commis- 
sion liked a lot of this also. The question that comes up, has the 
U.S. Forest Service given any thought to its basic structure as it 
enters the second century? Would a corporate structure be a better 
way to go, would it give you more flexibility, than the sort of 
present non-corporate structure? In other words, there are various 
corporations — ^TVA was the prize one. The Department of Agri- 
culture and the Department of the Interior edl loathed TVA in the 
1930’s because it took their mission away in seven States. But it 
worked, and they developed those seven States Eind integrated their 
planning over those seven States. I was just curious, in your long- 
range thinking, is that a possibility? 

Mr. Stewart. Just two comments. One is I guess it has been 
about 4 years now, we did a major internal reinvention effort. In- 
terestingly enough, I had not thought about that in the context of 
what you are saying, but when it did propose some restructuring, 
it basically did not change the fundamental levels of the organiza- 
tion. In other words, it still had a national headquarters, a re- 
gional, and the local forests. What it did was combine regions and 
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that turned out to be a very hot topic, when you proposed to close 
Missoula, MT as a regional office, for instance. 

Mr. Horn. Their School of Forestry would not appreciate that. 

Mr. Stewart. No. And a few others too. 

Mr. Horn. Yeah. 

Mr. Stewart. But to my knowledge, other than sort of tinkering 
around the margins with the current organizational structure, in 
recent years, there has been no serious look at a significant re- 
structuring. I will say that one of the things that is refreshing 
about our new chief operating officer, Francis Pendolphy, because 
he does come in with a private sector view, is tending to ask a lot 
of questions that would lead one to think that once we get along 
in the financial management, that we will be taking a serious look 
at how we are organized to do business, and whether the way we 
were organized in 1905, which is basically the structure we have 
today, is really the way we ought to be doing business now. So 
while it has not been, my guess is, given where Francis is coming 
from, once he gets on top of the financial things, that will probably 
be about the next thing he will want to look at. 

Mr. Horn. That is very interesting. 

Mr. Rogers, my last question is to you. This Adventure Pass that 
you have talked about, mentioned, I have heard some gripes from 
some citizens in southern California that jiminy crickets, they are 
charging us to pull oyer off the highway and look at the scenery 
of a national forest or take the kids and wander into the forest. 
Just give me a feel for how that system works? I mean, can you 
buy the Adventure Pass for an hour of driving through a forest, or 
is it a day, is it a week, is it a month? What is the price, and you 
did note that I guess 20 percent were not too happy with the idea. 

Mr. Rogers. ISwelve percent. 

Mr. Horn. Yeah, 12 percent. Give me a feeling for how that is 
administered and what the costs are. Idlewild, I think some people 
I knew had been up to Idlewild were bothered by it and a lot of 
the merchants were bothered by it and they sort of ran into a lot 
of angry people. So tell me your side of it and how it works. 

Mr. Rogers. We have two sets of situations. We have commu- 
nities inside the national forests, like on the San Bernardino and 
up at Idlewild, that feel they are already there and they should not 
have to pay to use the national forest that surrounds them, and 
then you have people that are outside the forest, that essentially 
do have to pay if they come into the national forest. 

But there are exceptions to that. We have all along the front 
country of the Los Padres and the Angeles, people that hike in do 
not need an Adventure Pass. It is primarily for the users that come 
in with carloads of coolers and all the paraphernalia it takes to 
have an outing on the forest and then essentially when they leave, 
they leave all that behind. We had no way of keeping up with the 
clean-up cost. 

So to answer your question, there are two forms of Adventure 
Pass. There is a $5 pass for a daily visit. If you are going to go into 
the national forest and stop anywhere, you need to have that pass 
displayed, or if you are a frequent user, you can buy a $30 annual 
pass and then you are free to come and go as you want as long as 
that pass is displayed in your vehicle. 
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Mr. Horn. So it is $5 per car, is it, essentially? 

Mr. Rogers. Correct. We tried to make it as unobtrusive as pos- 
sible. There are some forests that require everyone to wear a tag 
and we did not want to do that. We wanted to make it very easy 
for people to comply with it. We kn ew there was going to be resist- 
ance right off from the beginning because people have had free ac- 
cess to the national forests for all the time that we have had them 
here. I just recall hack though when we introduced campground 
fees in the early 1960’s, we had similar concerns about why do I 
have to pay a fee to use a campground, but there were special serv- 
ices provided that were extra costs and that was a way of defraying 
those costs among the frequent users rather than over all the tax- 
payers. 

Mr. Horn. How much are we collecting? 

Mr. Rogers. Ron Stewart said we mi^t talk about how we came 
up with the fees. There was actually a lot of analysis that went 
into the fees. The research that we talked about by San Bernardino 
State was based on user surveys on all four national forests, of cur- 
rent users on the forests. Users were asked if they — ^under what 
conditions they would pay a fee, and the comments back were they 
did not want to pay a fee. But the overriding comment we got hack 
was if the money stayed on the ground locally, they would have 
less resistance to paying a fee. 

The researchers also talked about the fee structure, because we 
did not want to drop out the lower income level of the population 
from using the national forests. Many of the diverse users that we 
have coming to the forests go to Disneyland at least once a year, 
they are paying $26 a person to go there and taking whole families. 
Most of them felt that the $30 annual pass was a good deal. We 
have been running a recreation fee program in San Gabriel Canyon 
on the Angeles since 1988 and we have to actually close the road 
at about 10 a.m., because it is up to capacity and anything more 
than that, we would start getting resource damage. So the fees 
have not deterred people from using the forests. I know we have 
got users that will not use the forest because they are paying a fee, 
but we have got new users that are coming to the forests every 
year, they are willing to pay the fee and we are actually having to 
turn many people away early on weekends and early in the morn- 
ings because we are at capacity already. 

Mr. Horn. What is the amount you have raised? When did you 
start it, let us start there. 

Mr. Rogers. We actually started charging fees in July 1998 — 
1997, excuse me, 1997. And at the end of December 

Mr. Horn. So you have had a year’s experience. 

Mr. Rogers. As of this July, end of July, we will have a year’s 
experience, correct. 

Mr. Horn. So how much has been collected so far? 

Mr. Rogers. Well, we had a mid-point. We had $7.8 million as 
of March 31, 1998 — excuse me, $1.78 million. 

I need to also share with you the premise of this program was 
based on whether it would be successful with a 30 percent compli- 
ance rate, knowing you were going to have difficulty taking a popu- 
lation that had it free in the paist and then having a fee paid. We 
knew we were going to have non-compliance. So the projections of 
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the program were based on a 30 percent compliance rate and we 
are getting up to a 60-70 percent compliance now over this last 
fourth of July weekend on our particular national forest. 

Mr. Horn. Now what does happen to it, does most of that money 
stay on the Angeles forest? 

Mr. Rogers. The money we collect on the forest comes back to 
the forest for re-investment. 

Mr. Horn. So they do not have a 27 percent overhead on you? 

Mr. Rogers. No. 

Mr. Horn. OK, that is good news. I am getting to feel better 
when I buy the Adventure Pass. Now I am told there is ticketing 
of people who do not have the pass on. How does that system work? 

Mr. Rogers. Actually, it is a non-compliance form that they get 
and they are able to rectify not having the ticket by buying the 
recreation pass and furnishing evidence that they have done so. We 
have been trying to take an educational approach rather than a 
heavy hammer. 

Mr. Horn. How much does that non-compliance ticket, if you 
will, cost? 

Mr. Rogers. It is the same thing 

Mr. Horn. Same thing, $5 or $30 for the year. 

Mr. Rogers [continuing]. $5, or if they choose to buy the $30 
pass, and of them do, just so they have it taken care of. 

Mr. Horn. The staff wonders, like ^1 youth, wonders if you ac- 
cept credit cards. 

Mr. Rogers. Well, that is one of the components that we were 
desimed to test and that we are working toward. We are not there 
yet. We had to crawl before we could walk and we have got to walk 
before we can run. 

Mr. Horn. A few years ago when I was drafting some legislation 
on a new entity in the Federed Government, we looked around and 
very few agencies had the authority to receive gifts, and of course 
that is too bad, because a lot of people would like to help the for- 
ests and what-not. Now do you have the authority to receive gifts 
in the Forest Service. 

Mr. Rogers. No, we do not. Now we do through our 

Mr. Horn. Say somebody leaves an estate to you, it might be 
trees or it might be money and trees. 

Mr. Rogers. We have had land donations but we have to go 
through a regular process to accept those donations. The lands 
have to be appraised for the estate and we have to make sure there 
are no hazardous materials on the property before we take it. 

Mr. Stewart. Forest Service Research, I believe in their authori- 
ties has a broader authority to accept contributions and so forth 
from other sources, but National Forest System, other than the 
lands that I am aware of, I do not think so. We also have the Na- 
tional Forest Foundation, which can accept private contributions of 
funds to conduct work on the national forests. 

Mr. Rogers. I did want to go back to a statement that I made. 
The private vendors that we have signed up, do take credit cards. 
We do not have the capability presently at our Forest Service of- 
fices to accept credit cards, but that is something that we are try- 
ing to implement. 

Mr. Horn. But your concessionaires obviously do. 
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Mr. Rogers. They are regular business people. And one of the 
comments we have gotten back from our concessionaires — we did a 
workshop here at the end of March — many of our concessionaires 
have resdized an increase in business, people are coming in for the 
pass and are buying other things there too. So we have a lot of very 
supportive vendors that were very skeptical when they signed up. 

Mr. Horn. Well, this has been a very interesting dialog. I am 
sorry to take so long, but I am interested in a lot of these ques- 
tions. So staff might send you some on both sides additional for 
rounding out the record, and we would appreciate it if we could get 
the answers back in a couple of weeks. 

Mr. Rogers. Mr. Chairman, who do we provide our inserts into 
the record to? 

Mr. Horn. Just give it to Mr. Ebert over there, Matthew Ebert, 
he will take care that it goes in at the right place. 

Mr. Rogers. Very good, thank you. 

Mr. Stewart. Thank you very much. 

Mr. Horn. Well, we thank you all for coming, thank you. 

We will take a 5-minute recess before panel two. 

[Recess.] 

Mr. Horn. Let us just make sure we have everybody in the right 
place. Mr. OToole, Mr. Stahl, Mr. Roddy, Mr. Hofmann, and then 
we have over here Mr. Corcoran, Mr. Berger, Mr. Coyne, and Mr. 
Clark. OK, gentlemen, if you will stand and raise your right hands. 
[Witnesses sworn.] 

Mr. Horn. The clerk will note all eight witnesses affirmed the 
oath. 

All right, we will begin in the order in which they were placed 
in the agenda. We have Mr. Randal OToole, an economist with the 
Thoreau Institute. Mr. OToole. 

STATEMENTS OF RANDAL OTOOLE, ECONOMIST, THOREAU 
INSTITUTE; ANDY STAHL, EXECUTIVE DIRECTOR, FOREST 
SERVICE EMPLOYEES FOR ENVIRONMENTAL ETHICS; MI- 
CHAEL RODDY, PRESIDENT, GREEN FRAMING SYSTEMS; 
JOHN HOFMANN, VICE PRESIDENT OF GOVERNMENT AF- 
FAIRS, CALIFORNIA FORESTRY ASSOCIATION; BILL COR- 
CORAN, PUBUC LANDS ASSISTANT, SIERRA CLUB; ADAM 
BERGER, STAFF ATTORNEY, EARTH JUSTICE LEGAL DE- 
FENSE FUND; ALASDAIR COYNE, CONSERVATION DIRECTOR, 
KEEP SESPE WILD; AND VAUGHAN CLARK, FREE OUR FOR- 
ESTS 

Mr. O’Toole. Thank you, Mr. Chairman. 

This morning, we have heard testimony on a wide variety of top- 
ics — below-cost timber sales, the Knutson-Vandenberg Act, recre- 
ation fees, fire policy, and accountability. I would like to tie all of 
these things together with one word, and that word is incentives. 

Incentives is an interesting word. It is almost becoming a loaded 
word. When we say an agency like the Forest Service responds to 
its incentives, some people bristle and think oh, we are saying they 
are corrupt or they are selfish. But that is not true, what we are 
saying is they are human beings, and all human beings respond to 
incentives. 
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Let me give you an example. In 1990, the Economist magazine 
sent a reporter to the Soviet Union which was still in existence for 
another year or so, and the Economist interviewed facto^ man- 
agers and found out that after 70 years of central planning, the 
tsmical Soviet factory manager had no idea of what terms like 
sales, profits, and costs meant. Those things were not important to 
a centrally planned factory manager, like they are important to a 
marketed factory manager. The Economist concluded that it would 
be very difficult for the Soviet Union to move into a free market 
economy. Well, I read that article and I thought boy, I am sure 
glad it is not like that here. 

Then I remembered conversations I have had with Forest Service 
officials over the years in which they talk about appropriations 
from the Congress out of tax dollars to the Forest Service as re- 
ceipts and dollars that they pay back to the U.S. Treasury as losses 
or costs. Now that is exactly the opposite of the accounting stance 
that a taxpayer would take. They would say that money going to 
the Forest Service is a cost and money coming back to the Treasury 
is a receipt. But we have given the Forest Service incentives to 
think of tax dollars that are appropriated as receipts and money 
going back to the Treasury as a cost, and so they do. 

As a result, they act as if it is in their best interest to lose as 
much money as possible. We have given the Forest Service an in- 
centive to lose money and it has done a good job. It loses $2 billion 
a year managing the national forests. 

Let us talk a minute about below-cost timber sales. Now the Con- 
gress gives money to the Forest Service for timber sale preparation 
and administration. The Forest Semce then sells the timber, col- 
lects receipts and gets to keep the receipts in its Knutson-Vanden- 
berg or salvage sale fund or another fund, and whatever is left over 
goes back to the Treasury. Congress until recently has never asked 
the Forest Service how much are you returning to the Treasury. 
Are you returning to the Treasury what it is costing the Treasury? 
As a result, the Forest Service has not ever — until recently, did not 
ever bother adding it up. They never compared the receipts and 
costs. In fact, they have two completely separate offices, they have 
an office called fiscal that does receipts and an office called budget 
that does costs. 

If you go to the San Francisco Regional Office, the two offices are 
on different floors. If you go to the Washington office, they are in 
different cities. Fiscal is in Rosalyn and Budget is in Washington, 
DC. So they never talk to each other and they never compare re- 
ceipts and costs. Now they are just beginning to do that. They have 
the all-resources reporting system, but there is all kinds of prob- 
lems because they have never thought about it in those terms be- 
cause they do not have incentives to think about it in those terms. 

In the last 10 yeeirs, nationed forest timber sales, of course, have 
nose dived. The regular timber sale program, the non-salvage sale 
program, has dropped by about three-quarters, but Congress, per- 
haps in sort of a voodoo mentality, thinks that if it forks over 
enough money to the Forest Service, that some timber sales will 
come out the other end. As a result, the total reduction in the na- 
tional forest timber budget has only gone down by about a third. 
So with sales down by three-fourths and the budget down by a 
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third, that means the average cost of a thousand board feet of tim- 
ber has doubled or tripled. 

You give a bureaucrat some money and say you had better spend 
this at the end of the year or you will lose it, the bureaucracy will 
figure out a way to spend that money. And it does not matter if 
it is $50 a thousand board feet of $150 a thousand board feet, they 
will figure out a way to spend it because they have an incentive 
to, because they do not want to lose it. 

So below-cost timber sales are not the result of environmental re- 
quirements, they are not the result of NEPA documents, and they 
are not the result of poor accounting; they are simply a result of 
bad incentives. We have given the agency an incentive to lose 
money and it does a good job. 

Let me tedk about the road prism for just a second because some- 
body was asking about that, I cannot remember whether it was you 
or Mr. Davis. But the road prism dealt with the fact that the For- 
est Service had decided that basic road costs were a capital invest- 
ment. Now I am raising my fingers when I say capital investment, 
to put that in quotation marks, because their attitude was it was 
a capital investment, it never has to be paid back, we never have 
to justify that investment. So they would just write it off as if a 
corporation could build a factory and then say it did not cost us 
an^hing to build the factory, we never have to sell anything made 
out of that factory because it was a capital investment. 

Or let me put it another way. Let us say you have a swimming 
pool in your backyard. And I come to you and say for $5,000, I will 
be glad to fill up your swimming pool with cement. And you think 
well, that is a capital investment. If I have a concrete block in my 
backyard instead of a swimming pool, my house will be worth 
$5,000 more. Not likely. Your house will be worth less. Just be- 
cause you spend the money does not mean you have gotten any- 
thing out of it. But that is the way the Forest Service has been 
treating roads. They spent the money and so they write it off be- 
cause it is a capital investment and we never have to pay it back. 

Now the Knutson-Vandenberg Fimd reinforces the incentive to 
lose money. Not only does the Forest Service get to lose money on 
the money that Congress gives it out of tax dollars, when the For- 
est Service sells a timber sale, it gets to keep the receipts from that 
timber sale in the Knutson-Vandenberg Fund or in another fund. 
Some forests keep a huge percentage of their total receipts in one 
of these funds — the salvage sale fund, there are four or five funds 
in all. By the way, Ross Gorte of the Congressional Research Serv- 
ice has done an excellent review of all the different funds and you 
might want to ask him to give you a copy of that. 

Well, this Knutson-Vandenberg Fund, which is called the 
Knutson-Vandenberg Trust Fund, but is not legally a trust fund, 
it does not meet the legal requirements of a trust fund. If it did, 
it could not be raided and you would not have so much going into 
overhead and so on. But we create all kinds of weird incentives 
with this fund. 

Let us look at overhead. The Forest Service calculates how much 
overhead they can charge by how much overhead they are spend- 
ing. So the more inefficient they are, the more money they get to 
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keep out of the Knutson-Vandenberg Fund as overhead. They have 
an incentive to be as inefficient as possible. 

Let us talk about how this relates to how they design a timber 
sale. Most national forests have some timber that is very valuable. 
In other places on the forest, they have timber that is totally 
worthless, you would have to pay people to take it away. Well, the 
Knutson-Vandenberg Fund says that — or the act says that you can 
take K-V money and spend it in the timber sale area. Well, let us 
say I am a bright forest manager and I want to do some good 
things over in the worthless part of the forest with K-V money. 
Well, then I have to sell the timber there because I have to spend 
the money only in the areas where I have a timber sale. But no- 
body will buy that timber, so what I do is I take valuable timber 
elsewhere on my forest, combine it in the same sale with the 
worthless timber and sell the valuable timber for less than it is 
really worth in order to pay the purchasers to take away the 
worthless timber. Timber purchasers call the worthless timber pun- 
ishment units because having to cut that worthless timber is their 
punishment for getting the valuable timber for less than its real 
value. So in that way, the Forest Service ends up getting more K- 
V money, but taxpayers lose — and incidentally counties lose be- 
cause the gross receipts are lower and so their 25 percent share is 
lower. 

Now we have also talked a little bit about recreation fees. You 
know, it is interesting, when the Forest Service first started charg- 
ing timber, there were protests from timber purchasers that they 
did not want to have to pay for the timber that they had been cut- 
ting down for free. When they first started charging for grazing, 
there were protests from ranchers that they did not want to have 
to pay for grazing that was free. 

Well, I am a subsidized public land user myself, I own a Forest 
Service cabin, it is on the Mount Hood National Forest, I am with- 
in walking distance of two wilderness areas. In the winter, I can 
go out cross country skiing outside my door. I am a few steps away 
from a blue ribbon fish stream. I pay the Forest Service $35 a 
month to lease that site on which my cabin is located. That is way 
less than what I would have to pay if I were paying a private land- 
owner. 

Now it is interesting, the Forest Service does not really care how 
much I pay because they do not get to keep any of the money. If 
I paid $3,500 a month, they would not get to keep any of the 
money, so they do not readly care how much I pay, and that is part 
of the incentives. If you have an incentive to care about how much 
you will pay, then they will make sure that you pay a fair amount. 

Now the Forest Service is talking about re-appraising cabins and 
charging them more and the cabin owners are all upset, but I have 
to think of recreation fees and other fees in terms of the incentives 
they create. If I am willing to — if I want to use the national forest, 
I have to pay rent to the other 260 million owners of that national 
forest system. I cannot say I own it so I get it for free, there are 
260 million other owners and I have to pay them rent. But more 
important, I have to give them incentives, I have to give the man- 
agers incentives to provide me with the kind of recreation experi- 
ence that I want. And if I am not willing to pay, then they will not 
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be willing to provide me with that recreation experience. That in- 
deed is the problem we have had in the 1970’s and 1980’s as the 
Forest Service was cutting more and more timber because it got all 
kinds of rewards and incentives for cutting timber, but it was cut- 
ting the timber in valuable recreation areas where it got no reward 
for the recreation. 

So I support the Recreation Fee Demonstration Program, but the 
problem with the Recreation Fee Demonstration Program is that 
Congress has set it up like the Knutson-Vandenberg Fund. First, 
Congress pours out a whole bunch of money in recreation dollars 
out of appropriations and then they say you get to charge fees and 
you get to keep all those fees too. So the Forest Service will end 
up doing the same kinds of cross subsidies — and they have not 
done it yet, but they will end up taking the same kind of overhead 
and all the other kinds of problems that we find in the Knutson- 
Vandenberg Fund. So the recreation fee program will need to be re- 
vised when the demonstration is done to account for these prob- 
lems, to give the Forest Service good incentives. 

I want to talk about a couple of other problems real quick and 
then conclude by saying what I think are the right incentives for 
the Forest Service to have. 

The first problem I want to mention is fire. Fire was only periph- 
erally discussed this morning, but we have to realize that since 
1908, the Forest ^rvice has been given a blank check to put out 
fires. This has probably resulted in more environmental and eco- 
logical problems with the national forests than clear cutting or 
grazing or mining combined, because by putting out every single 
fire as soon as it can, we end up with this huge buildup of fuels, 
which transforms the ecosystems, which makes the forests much 
more susceptible to catastrophic fire, and the Congress has not 
changed this reward system. Although the emergency fire suppres- 
sion fund, which was authorized in 1908 was repealed in 1980, 
Congress still has allowed the Forest Service — by allowing the For- 
est Service to borrow from the Knutson-Vandenberg Fund, has ef- 
fectively given the Forest Service a blank check to put out fires. 

Now firefighters in the Forest Service will tell you that the For- 
est Service puts out fires by throwing money on them imtil it rains 
and then the rain puts out the fire. [Laughter.] 

In other words, there is no attempt to be efficient. I think if the 
General Accounting Office is still here, if they want to do a study, 
I think they would find that statistically lawnmowers and word 
processors are more likely to break down and need to be replaced 
during fire season so they can be replaced out of fire money, than 
at any other time of the year. 

Now this brings us to accountability problems. You mentioned 
this morning, Mr. Chairman, that there is a conflict between the 
central manager who wants accountability and the decentralized 
manager who wants freedom. The problem is if you give the Forest 
Service or any agency an incentive to lose money, if you give them 
an incentive to harm the environment and then expect them to be 
accountable for it, you are creating problems. What we need to do 
is change the incentive system so that they will want to be account- 
able, but more important, so that they will want to make money 
on tim^r, so that they will want to provide people with the kind 
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of recreation experiences they want. If we change the incentive sys- 
tem, then the forest will work automatically and without the kind 
of controversy and gridlock that we have experienced. 

Now how do we get those right incentives? I think we need to 
have three basic steps. First of all, stop giving the Forest Service 
money out of tax dollars. Instead, fund it out of its own profits. And 
it’s important that it be funded out of its profits because profits 
really are what we want out of the national forests. Profits are a 
symptom of good management, profits are a symptom that you are 
doing things for people that they really want, more than it costs. 

We tend to think nowadays that oh, the national forests, they are 
not supposed to be managed at a profit. But we forget in 1905 
when Gifford Pinchot convinced Congress to transfer the national 
forests from the Department of the Interior to the Department of 
Agriculture, he promised Congress that he would manage the for- 
ests at a profit. In the 1950’s, that promise was finally achieved. 
The Forest Service for a number of years did earn a profit, and I 
would argue that the Forest Service was at the apex of its reputa- 
tion during those years. In fact, in a 1952 article in Newsweek 
magazine, they said “The Forest Service earns a profit, and as a 
result, most Congressmen would as soon abuse their own mothers 
as be unkind to the Forest Service.” Well, today, with the Forest 
Service losing $2 billion a year, Forest Service abuse is a popular 
sport on Capitol Hill. 

OK, so reward the Forest Service for earning a profit by funding 
it out of its own profits. No. 2, allow the Forest Service to charge 
a wide range of fees and to keep the profits from all of those fees, 
whether recreation or m-azing or water or timber or whatever. And 
we will get a natural balance with a level playing field, a natural 
balance in the amount of recreation and timber and other re- 
sources. Finally, because there are a few resources such as bio- 
diversity Emd archaeological sites and others that cannot be funded 
out of their own profits, create a trust fund for those resources with 
a share of the receipts dedicated to archaeological sites or historic 
sites or biodiversity, and let the managers of that trust fund decide 
how to manage those resources and how to give incentives for local 
forest managers to provide those resources. 

So incentives are the key. And in any legislation that is proposed 
or considered, you must think about what are the incentives that 
are being created here, because usually Congress does not think 
about that and that is where we end up in a disaster. 

Thank you. 

Mr. Horn. We thank you. That is a very intriguing line of testi- 
mony, Mr. OToole, and thank you for coming. 

Mr. Andy Stahl is next, the executive director of the Forest Serv- 
ice Employees for Environmental Ethics. 

[The prepared statement of Mr. OToole follows:] 
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Testimony of Randal O'Toole 
before the Subcommittee on 

Government Management, Information and Technology 
of the House Committee on Government Reform and Oversight 

7 July 1998 

My name is Randal O'Toole and I am an economist with the Thoreau Institute, a 
non-profit organization dedicated to finding ways to protect the environment 
with minimal subsidies, regulation, or bureaucracy. This hearing is of particular 
interest to me because the Knutson-Vandenberg Act led me to new insights about 
what is wrong with the Forest Service and how to fix it. 

Most people think of Forest Service employees and other civil servants as 
dedicated altruists who automatically make their decisions in the public interest. 
When we find out that some agency decisions benefit special interests at the 
public's expense or at a major cost to the environment, we feel betrayed. 

In fact, such decisions are the predictable outcome of haphazard institutional 
design. The Knutson-Vandenberg Act is one such haphazard institution. Passed 
by Congress in 1930 with the good intention of providing a stable funding source 
for reforestation, the law was amended in 1976 with the good intention of 
providing a source of funds for wildlife, recreation, and other forest 
improvements. 

But good intentions are not enough. We must also design our institutions 
carefully to insure that they accomplish their intended goals. Otherwise, we are 
likely to accomplish something quite different and probably something that does 
more harm than good. 

During the 1980s, I had the privilege of reviewing the forest plans for more than 
half of the 120 national forests. In the course of those reviews, I analyzed the 
Knutson-Vandenberg plans for literally thousands of timber sales. I soon realized 
that the Knutson-Vandenberg fund was an important slush fund used by forest 
managers to support a variety of activities. 

But Knutson-Vandenberg is more than just a slush fund. It also helps shape 
Foreset Service priorities and activities. This was brought home to me by a 1985 
report written by a California district silviculturist. 

The silviculturist had surveyed other district reforestation specialists and found 
that most thought that they were xinder intense pressure to meet targets, such as 
reforestation, precommercial thinning, and herbicide acreage targets. Moreover, 
to meet those targets, many of the silviculturists admitted to doing work that was 
urmecessary or to claiming to do work when in fact they spent the funds on 
something else. For example, some silviculturists claimed that they reforested 
lands when they really spent the money on timber sale preparation. 
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Recall that in the years preceding 1985 the timber industry was in a severe 
depression and was cutting very little national forest timber. This meant that 
there were few opportunities to reforest, spray herbicides, or do other post-sale 
activities. 

1 noticed that all of the targets that the silviculturists felt pressured to meet were 
for activities funded by the Knutson-Vandenberg fund. 1 also knew that, for 
every BCnutson-Vandenberg dollar spent in the field, the regional office got to 
spend about ten cents on overhead and the forest supervisor's office got to spend 
about twenty cents on overhead. 

Since national forest budgets are planned several years in advance, the regional 
and supervisors' offices had assumed that cutting levels, and therefore post-sale 
K-V spending, would remain at historic levels. When K-V spending fell instead, 
the overhead funds were that the regional and supervisors' offices had counted 
on were not available. Rather than fire personnel or close offices, agency officials 
tried to release overhead funds by pressuring silviculturists to meet targets. 

The Knutson-Vandenberg Act itself does not authorize the Forest Service to 
spend K-V funds on administrative overhead. Instead, the law dedicates such 
funds to reforestation, removal of undesirable plants, and actions that protect or 
improve the productivity of the "sale area, including sale area improvement 
operation, maintenance, and construction, reforestation and wildlife habitat 
management." 

You don't have to look at very many K-V plans, which are written for most 
timber sales, to find plenty of examples of spending of K-V funds on things that 
do not fall into one of these categories. 

• First, the Forest Service typically spends a quarter to a third of K-V funds on 
administrative overhead. 

• Second, managers often spend K-V funds well outside the sale area that 
generated the funds. 

• Third, funds are often dedicated to things that have little to do with 
reforestation or improving forest productivity, such as radios, aerial photos, 
monitoring, computers, administrative site maintenance, and recreation 
interpreters. 

But the misuse of K-V funds is only half the story. The other half is how the K-V 
fund shapes agency priorities and programs. While reviewing forest plans, I 
found numerous examples of timber sales that were planned not because the 
sales were a good idea but to raise money for the K-V fund. 

For example, a district ranger on the Bridger-Teton Forest told me that he 
believed a particular part of his district was more valuable for elk than for 
timber. "But if I manage it for elk," he said, "I'll have only a little wildlife money. 
If I manage it for timber. I'll have both wildlife and timber money." 
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Timber cutting produces no benefits for fisheries; it can only damage water 
quality. Yet the Tongass and Targhee forests claimed that timber cutting 
produces significant fisheries benefits. What they really meant is that timber sales 
provide K-V funds for fisheries management. 

The idea of using timber sales to raise funds for non-timber activities is actively 
promoted by the Forest Service handbook. The handbook restricts the use of K-V 
funds to within a quarter mile of timber cutting units. But it suggests that 
managers "consider desirability of additional timber harvest activities to 
maximize sale area coverage." 

This attitude leads to significant cross-subsidization of national forest timber 
sales. Most national forests have some timber that could be managed at a profit 
and other timber so worthless that no one could afford to cut it even if it were 
free. To spread K-V funds around, forests often combine the profitable timber in 
the same sales as the worthless timber. 

In effect, the Forest Service pays timber purchasers to cut the worthless hmber by 
selling the valuable timber for less than it is really worth. Timber purchasers 
sometimes call the worthless timber "punishment units," because cutting them is 
the punishment they accept for being able to buy other timber for less than its 
full value. The result is lower returns to the Treasury, lower payments to 
counties, but increased budgets for forest managers. 

Ultimately, forest managers adopt an unconscious goal of returning as little 
timber receipts as possible to the U.S. Treasury, instead keeping it in the K-V 
fund and their own budgets. Managers openly speak of payments made to the 
Treasury as "losses." "If it goes to the Treasury," they say, "Congress will just 
spend it on bombs or some other wasteful program." Of course, they never 
consider their programs to be wasteful. 

One tool they use is the K-V plan revision. At any time in the course of a timber 
sale, the K-V plan may be revised so that managers can keep more of the receipts 
than originally planned. This can lead to some strange results. For example, in 
1996, the Gifford Pinchot National Forest received $3.3 million in receipts from 
timber purchasers, but paid $16.2 million to its Knutson- Vandenberg fund by 
revising the plans for sales whose payments had been made in previous years. 
The result was that the Treasury lost $12.9 million before even counting any 
costs. 

Managers can go to absurd lengths to keep as many of the receipts as possible. 
Private forest land owners typically spend up to $200 per acre reforesting after 
timber cutting. But with the Knutson-Vandenberg Act providing nearly 
unlimited funds, national forests spend up to $2,000 per acre on reforestation. 
When all K-V activities are counted, some forests spend $5,000 per acre or more. 
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The Knutson-Vandenberg Act may also influence timber practices. In many 
forest types, clearcutting imposes the highest reforestation costs. Yet in the 1960s 
and 1970s, clearcutting became the Forest Service's dominant forest practice. The 
K-V fund probably encouraged this by letting managers spend more money on 
reforestation — and therefore more on overhead — than when other forest 
practices were used. 

In suggesting that the Knutson-Vandenberg Act shapes national forest priorities 
and activities, I am not claiming that national forest managers are corrupt or 
venal. I am simply saying that they are human. Like all humans, forest managers 
respond to incentives. When they sell a timber sale and generate K-V funds for 
wildlife, they feel rewarded even though the timber sale may lose money and 
harm wildlife habitat. As a result, they plan more timber sales and soon come to 
believe that timber sales are good for wildlife when all they really mean is that 
timber sales are good for wildlife budgets. 

I believe that timber sales can play an important ecological and economic role in 
the national forests. But the Knutson-Vandenberg Act has led forest managers to 
go overboard, selling too much timber and losing too much money. 

I also believe that forest managers can do the best possible job when they are 
given the freedom to work without red tape and bureaucratic constraints. But 
they also have to have the proper incentives. The Knutson-Vandenberg Act gives 
managers incentives to lose money, incentives to sell timber that shouldn't be 
cut, and incentives to cut in ways that are ecologically and economically wrong. 

We shouldn't be surprised or angry when we find that public officials respond to 
their incentives like any other humans. We've given the Forest Service an 
incentive to lose money, and it did a good job at losing money. We've given the 
Forest Service an incentive to sell too much timber, and for many years it sold too 
much timber. 

Fixing the Forest Service, then, means more than creating a new accounting 
system that imposes more red tape on managers. It means more than passing 
new laws or regulations that attempt to control every step that managers take. 
Forest Service reform will only succeed when it focuses on creating sound 
incentives: 

• Incentives to control costs; 

• Incentives to sell timber when timber is valuable but not when it is 
worthless; and 

• Incentives to emphasize other resources when those resources are valuable 
as well. 

If such sound incentives had been put in place years ago, we wouldn't have the 
forest gridlock that the national forests suffer from today. Replacing the perverse 
incentives with sound incentives is essential to restoring the Forest Service to the 
prominence it once held in the conservation community. 



Mr. Stahl. Thank you, Mr. Chairman. Before I start on my own 
testimony, I want to make sure the testimony of Steve Home, 
spelled with an “e” on the end of the last name, who is vice presi- 
dent of Forest Service Employees for Environmental Ethics, is in- 
cluded in the record. It is one page and Mr. Home was able to be 
here today but he has a conflict he has to go to quickly and it was 
ambiguous whether he cf.uld find the time to get here. He did pre- 
pare testimony. 

Mr. Horn. Without objection, it will be put in the record at this 
point. 

Mr. Stahl. Thank you very much. 

[The information referred to follows:] 
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July 7, 1998, in Bellflower. California 

Mr. Chairman and members of the subcommittee, thank you for the opportunity to discuss 
administration of the Forest Service’s off-budget tnist funds and overhead. I am the forest archaeologist for the 
Los Padres National Forest However, I speak to you today as vice-president of Forest Service Employees for 
Environmental Ethics (FSEEE), not as a representative of the Forest Service. I appear here on my own time 
and at my own expense. 

The Forest Service administers three trust funds financed through the sale of timber: the Knuison- 
Vandenberg Act fund, Brush Disposal Act fund, and Salvage Sale fund. These funds have good intentions - 
the reforestation of cut-over lands, treating the logging slash and brush remaining after harvesting, and 
promoting the prompt use of salvageable wood as a result of fires or pests. 

Over the years, however, the easy availability of large sums of money from selling timber has proven a 
strong temptation for the Forest Service bureaucracy. Beginning in the 1960s and accelerating through the 
1980s, the Forest Service’s appetite for timber sale receipts grew. The Forest Service developed ingenious 
methods for keeping timber sale receipts for its own use that would otherwise be deposited in the Treasury. 

The agency’s increasing reliance on these sale receipts created a strong institutional incentive to sustain high 
levels of logging. Those incentives continue today, notwithstanding the substantially reduced logging levels 
brought on by forces outside the Forest Service’s control, such as lawsuits to protect endangered species. 

As logging levels and sale receipts have declined, the proportion of those timber receipts siphoned into 
Forest Service overhead has risen dramatically. The timber receipts remaining for on-ihe-ground reforestation, 
brush removal, and fish and wildlife habitat improvement has declined proportionately The simple fact is that 
the Forest Service is letting its resource management needs suffer while it anempis to maintain a bureaucracy 
grown bloated by decades of high timber revenues. 

The problems with high overhead extend beyond the timber trust funds. Throughout the nation the 
Forest Service is closing and consolidating ranger districts where most of the work of forest stewardship is 
carried out. Meanwhile, the agency’s nine regional offices - the agency’s mid-level bureaucracy - remain in 
place relatively unaffected, "nie Forest Service has become an agency dominated by paper pushers, while the 
ground ponders who steward the land and its resources find themselves at the narrow end of the financial 
pipeline. For an agency proud of its mud-on-its-boots heritage, it’s a sad fact that more than half of the Forest 
Service’s budget never reaches the forests where the work gets done. 

I hope that this hearing is just the beginning of the committee’s interest in this subject. FSEEE has 
several concrete proposals to reform the Forest Service’s bureaucracy that appear to fit precisely within this 
committee’s jurisdiction. Chief among these is flattening the Forest Service’s four-layer hierarchy to three, 
thereby ensuring more financial resources are spent where the public benefits. On behal f of FSEEE. I look 
forward to a long-term dialogue with the committee. 
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Forest Service for 23 years. Home has been a zone archaeologist for all the southern California forests 
and the archaeologist on the Plumas National ForesL Home has also been a resource and recreation 
staff officer. Home has a Ph.D. in archaeology from the University of California (Santa Baibara). 
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Mr. Horn. I would like to meet him sometime. People who spell 
with an “e” are usually of English background, without the “e” is 
German background. 

Mr. Stahl. And of course, as I recall, the English did go to Ger- 
many to get their King one year. 

Mr. Horn. That is true. 

Mr. Stahl. Maybe the Homs were intermingled at that time. 

Mr. Horn. As my Irish mother said, the brightest King of Eng- 
land is dumber than the worst President of the United States. 
[Laughter.] 

Mr. Stahl. To very briefly summarize what Mr. Home says — he 
is the forest archaeologist for the Los Padres National Forest and 
he has been in that position with the Forest Service for over 20 
years. He has seen the perverse incentives that Mr. OToole talked 
about, he has seen the ingenious methods the Forest Service has 
used to keep timber sale receipts for its own use and he has also 
in particuleir seen the disproportionate growth of the mid-level bu- 
reaucracy in the Forest Service at the expense of the field units 
and the field personnel who do the on-the-ground management of 
our forests. 

Today, Mr. Chairman, only about 40 cents of every Forest Serv- 
ice dollar actually goes to provide services to the American public 
on the ground, and the rest is basically eaten up in administration, 
supervision, oversight, and things that I do not even know what 
people do. Just one example, in Portland, OR, where the region 6, 
Oregon and Washington regional office is located, they recently 
sent me their staff directory. They have 500 people employed in the 
regional office, none of them manages a single acre of national for- 
est land. They supervise the supervisors of the supervisors who do 
the management; 1 in 10 in the regional office is a personnel spe- 
cialist. I thought that was not so bad, I mean maybe they were re- 
sponsible for the personnel of the 19 national forests, but they are 
not. Those 1 in 10 are responsible for the personnel needs of their 
colleagues in the regional office. Each national forest has its own 
personnel department to take care of the personnel needs of that 
national forest. 

It is a huge bureaucracy. It got big off of timber money. When 
you compare the Forest Service to the Bureau of Land Manage- 
ment, wWch manages more land with a billion fewer dollars than 
the Forest Service has, you C 2 m see — and the BLM did not have the 
timber money to get fat on. The ranchers were never willing to pay 
what the loggers were. 

I wanted to focus on the Knutson-Vandenberg Act in my testi- 
mony. I am in a bit of a difficult situation because I work for Forest 
Service employees and they find themselves caught between a rock 
£md a hard spot when they take issue with the way their agency 
does business. That is frowned upon. It is not something that is a 
quick path to career success, to blow the whistle or speak out when 
you are in the Forest Service or when you are in any large organi- 
zation. So these employees created this rather unique non-profit 
corporation to play the activist role that as employees they are un- 
able to do on the job, or at least are stifled from doing. 

We were — we do not like to sue the Forest Service. In fact, our 
three lawsuits that are now pending in Federal district court on 
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the K-V Act, represent the first time in our 10 year history that 
we have ever brought suit against our employer. We were moved 
to do so after spending 6 months trying to get the Forest Service 
to resolve these issues regarding use of K-V funds for overhead 
without going to court. I am afraid notwithstanding some of the su- 
perb things that Mike Dombeck is doing as Chief of the Forest 
Service, the agency was, at all levels, unwilling to engage us in a 
dialog about the use of these funds, forcing us eventually to have 
to file suit in court. We think the statute is very, very simple, it 
authorizes the Forest Service to cheirge purchasers a premium over 
and above the price of the timber, to pay for the cost of reforesting 
the land and cleaning up the brush and repairing any damage 
caused to the fish and wildlife habitat or even improving that habi- 
tat after the logging within the sale area. 

When Congress goes to the trouble of articulating the precise 
purposes to which money is to be put, that is regarded as an exclu- 
sive list. The agency cannot supplement that list with anjrthing 
else it ceires to spend the money on. If Congress does not say you 
can spend the money on computers, you cannot spend the money 
on computers. And yet we heard Mr. Stewart say some of the 
money for K-V goes to computers, goes to lights, goes to other utili- 
ties, and goes to pay salaries of people who are not reforesting the 
ground. 

Now you already provide over $200 million a year of general ad- 
ministration tax dollars to pay for lights and computers and the 
salaries of people who do not reforest the ground. The Forest Serv- 
ice is supplementing that appropriation with money from this dedi- 
cated trust fund. We think that is simply improper and illegal and 
we hope to have an opinion from the court this summer. 

In the mesintime, Mr. Chairman, I wanted to thank you espe- 
cially for the letter you wrote to the appropriations committee op- 
posing a provision that was placed in the appropriations bill that 
would increase the existing legal authority from zero percent for 
overhead to 25 percent for overhead. That kind of back door ma- 
neuver, and as far Eis we can tell it was not asked for by any Mem- 
ber of the House of Representatives, we have yet to be able to find 
somebody who wants to defend that. That is completely uncalled 
for and at cross purposes with the kinds of reforms that we need 
to see in the administration of this fund. So I wanted to thank you 
for your leadership on that issue. I think your letter very well clari- 
fied and articulated what the real issue is here. It is not an issue 
of capping overhead expenditures, it is an issue of whether we are 
going to have the existing laws followed or, on the other hand, re- 
ward the Forest Service for 40 years of looking the other way and 
engaging in what some people have called today creative account- 
ing. 

One of the creative accounting tactics that was discussed this 
morning involves raiding the K-V trust fund to spend on fire sup- 
pression. It has been generally assumed by the people here that 
that is an OK thing to do. I think that deserves a second look. The 
statute that authorizes the expenditure of appropriated dollars for 
fire suppression speaks about appropriations. Now I am just a lay 
person, I am a forester, but when I read appropriations, that seems 
to me to say tax dollars given by Congress to the agency — ^it does 
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not say money paid by timber purchasers into a dedicated trust 
fund that is off budget. That does not sound to me like an appro- 
priation — I think there is a serious question whether the Forest 
Service can even permissively raid that off-budget trust fund and 
spend it on emergency fire suppression. It certainly places you in 
a catch-22 situation where they a)me back hat in hand and say are 
you going to make up the difference, or are you going to choose be- 
tween not reforesting the ground or not putting out the fire? Which 
do you want? Instead of liking at reducing costs, which is what 
the Forest Service should be focused on. 

The issues regarding K-V are the tip of a much bigger iceberg. 
Mr. Stewart tsdked about the aborted re-invention process the For- 
est Service went through several years ago. That ought to be revis- 
ited. We have here a bureaucracy that was created at the turn of 
the last century and we are entering the next century now. The 
Forest Service needs to be restructured and there needs to be vig- 
orous debate about where that ought to go. Certainly some of the 
ideas Mr. OToole has discussed ought to be looked at. In addition, 
simply the four layers of this bureaucracy need to be re-examined. 

We fundamentally have to ask what is the purpose of regional 
offices, for example. A large proportion of these K-V overhead ex- 

! )enditures go to the regional offices and you asked a question ear- 
ier today about how the overhead percentage coming out of the K- 
V Fund is calculated. Is it simply — does the regional office decide 
what its costs are and then allocate — and then tell the units below, 
you have got to take whatever percent of these K-V receipts are 
needed to cover this fixed cost, or is it instead they decide well, 
what are the sorts of things we do in terms of oversight and super- 
vision of the reforestation and how much do those cost. 

On page 8 of a report that we prepared, which I will pass up to 
counsel, we reproduced the memorandum prepared by region 8 to 
calculate its K-V overhead percentage, at the bottom of page 8. 
You see in the middle of that memorandum net cash need for fiscal 
year 1997 for the Washington office and regional office of $1,396 
million. That is the lump sum that the Washington office and re- 
gional office decided they needed for overhead, "nien you see below 
that the amount of K-V projects that the forests in that region 
were going to carry out in 1997, $25 million worth. And a little ad- 
justment for mid-year and third quarter, yielding a projection of ac- 
tual year-end forest K-V projects of $23 million, and then they just 
took what percent of $23 million is $1,396,000 and came up with 
6 percent. In other words, they did exactly what you feared. They 
decided these are our fixed overhead costs, this is the amount of 
work we are going to do from the K-V Fund on the ground, what 
is the percentage. 

There is no indication in this calculation — and we filed a FOIA 
request to get this document — ^there is no indication here that these 
regional office overhead expenditures are actually tied to the on- 
the-ground reforestation work that is being done. In fact, the in- 
flated overhead values we have seen in the last several years calls 
the lie on that. Why should overhead rates be jumping from 15 to 
20 to as high as 30 percent in the last 3 years? Well, that is be- 
cause the overhead stays fixed while the on-the-wound reforest- 
ation has been declining because we are cutting less timber. We 
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have not reduced the overhead nearly in proportion to the actual 
on-the-ground work. 

Thank you, Mr. Chairman. 

Mr. Horn. Well, we thank you and we thank your predecessor 
there shaking to these points. How long did it take you to get this 
under the Freedom of Information Act? 

Mr. Stahl. This particular document was rather quick. Other 
documents that are reproduced here and go into the summa^ table 
took a lawsuit to get them. We had to sue. The Forest Service was 
going to charge us $3 or $4,000 to obtain these public documents. 

Mr. Horn. For xeroxing one page? 

Mr. Stahl. Yeah. 

Mr. Horn. Well, they have got to work in a 27 percent overhead. 

Mr. Stahl. We did have to go to court and thankfully on the eve 
of summary judgment arguments, the Forest Service capitulated. 

Mr. Horn. Without objection, this report, “Who Says Money Does 
not Grow on Trees” by the Forest Service Employees for Environ- 
mental Ethics wiU go into the record at this point. 

Mr. Stahl. Thank you, Mr. Chairman. 

[The prepared statement of Mr. Stahl and the information re- 
ferred to follow:] 
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TESTIMONY OF ANDY STAHL. EXECUTIVE DIRECTOR 
FOREST SERVICE EMPLOYEES FOR ENVIRONMENTAL ETHICS 
Before the Subcommittee on Government Management. Information, and Technology of the 
House Committee on Government Reform and Oversight 
Hearing on Forest Service Management Practices 
July 7, 1998, in Bellflower. California 

Mr. Chairman and members of the subcommittee, on behalf of FSEEE’s lO.OCX) members, including its 
600 Forest Service members, I appreciate this opportunity to address several administrative problems with the 
Forest Service’s management of five off-budget trust funds financed by logging, including use of these funds 
for overhead or indirect expenses. 

FSEEE believes that national forest stewardship requires the Forest Service redirect dollars that now 
feed middle and upper bureaucratic levels to funding the agency's district ranger units. The problems 1 will 
discuss with the agency’s management of these five funds are but the lip of a much bigger bureaucratic iceberg, 
one that eats up more than half of every agency dollar before it reaches the ground where the real job of forest 
stewardship takes place. I urge the committee to work with USDA and Chief Dombeck to ensure that “the man 
on the ground who actually carries out the program” has the needed financial resources (see Kaufinann. The 
Forest Ranger. A Study in Administrative BehaviorL 

1 will focus on three problems with the off-budget funds. First, the Knulson-Vandenberg fund 
overhead charges are preventing on-ihe-ground forest stewardship work from getting done. Second, with the 
exception of the reforestation trust fund, any overhead charges made against these funds exceeds the agency’s 
statutory authority. Third, the Forest Service exacerbates its on-the-ground problems by failing to charge for 
Knutson-Vandenberg deposits over and above the timber sale price. 

The immediate solution to these problems is simple - insist that the Forest Service follow existing law. 
FSEEE has three lawsuits pending in federal district court to enforce the Knutson-Vandenberg Act’s 
requirements. We anticipate a decision from the court this summer. 

A wrong-headed approach has been recendy adopted by the House Appropriations Committee, which 
has added a provision to the Interior Appropriations bill that would allow the Forest Serv ice to spend up to 25 
percent of Knutson-Vandenberg and salvage sale fund dollars on indirect or overhead expenses. This post hoc 
legislation would divert about $85 million from needed on-the-ground work and reward the Forest Service for 
50 years of lawless behavior. I commend Chairman Horn for opposing this ill-conceived provision. With your 
leadership we can ensure that the final interior appropriations bill is a clean one. 

Knutson-Vandenberg Overhead Charges Foreclose Needed On-the-Ground Work 

The substantial percentage of K-V funds devoted to overhead expenses has two direct consequences for 
the forest environment. First, the overhead allocation contributes to the inability to accomplish full 
reforestation and renewable resource work on many timber sales. Quoting from the Forest Service’s K-V 
Indirect Costs and Accounting Methods Task Force Report, increased withdrawals for indirect costs “can result 
in a drain affecting numerous projects on the SAl (sale area improvement] Plans for these sales.” Former 
regional forester Zane Grey Smith. Jr., a third-generation Forest Service employee, wrote “It is accurate to say 
that needed post timber sale restoration work failed to have adequate funding simply because the overhead 
eroded the practical limits of resources available at the site.” His concerns are echoed by former Nez Perce 
National Forest supervisor Tom Kovalicky: “The appetite of the Regional Forester and the Chiefs office 
required most of our field-generated funds lo keep those organizations fully financed,” Less artfully worded, an 
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anonymous Forest Service employee wrote in the SAJ plan for the Superior National Forest’s Sheep Ranch 
timber sale: “It is painfully obvious our overhead cost (sic) are extremely to (sic) high.” 


FSEEE has audited the SAI plans of half a dozen national forests during the past two years. Our 
findings are summarized in ihc report Who Savs Money Doesn’t Grow in Trees? , which we have provided to 
every member of Congress. The Stanislaus National Forest in California is a good example of the problems 
caused by overhead withdrawals from K-V deposits. Of the 57 timber sales for which K-V funds were 
collected during fiscal years 1994 to 1996, at least 26 collected insufficient K-V deposits to cover the 
replanting and sale area improvement needs identified in the plans. The SAI plans for these sales identified 
total direct project costs of $ 10,063,454, of which only $6,426,272 was covered by K-V collections. By 
comparison, $3,259,029 in K-V collections were allocated to overhead expenses. Unfunded activities included 
both reforestation projects and treatments to protect other resources, such as, bird, fish, and wildlife habitaL 
But for the overhead rake-off, almost all of the direct project needs could have been paid for by K-V collections 
($6,426,272 + $3,259,029 = $9,685,301. which is pretty close to the needed $10,063,454). 

The Overhead Char 2 es Exceed the Forest Servicers Authority 

The five funds specifically state the purposes on which deposits may be spent Only one of those 
funds, the Reforestation Trust Fund, includes indirect or administrative costs as one of those purposes. All 
five require that deposits beyond those required to meet the specific purposes for which they arc provided are to 
be returned to the treasury. The table below itemizes the specific statutory purposes for each fund. 


Brush Disposal Fund 
Knutson-Vandenberg Fund 


Cooperative Work Funds 


Salvage Sale Fund 


"disposing of bmsh and other debris” after logging 

“planting (including the production or purchase of 
young trees)” 

“sowing with tree seeds (including the collection or 
purchase of such seeds)” 

“cutting, destroying, or otherwise removing undesirable 
trees or other growth ... to improve the future stand of 
timber'' 

“protecting and improving the future productivity of the 
renewable resources . . . including sale area 
improvement operation, maintenance and construction, 
reforestation and wildlife habitat management” 

“cooperative work in forest investigations” 

"cooperative work in ... the protection and 
improvement of the national forests” 

“design, engineering, and supervision of the construction 
of needed roads (for salvage sales]” 

“sale preparation and supervision of the harvesting of 
[salvage limber]” 
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Reforestation Trust Fund "reforestation and timber stand improvement" 

“properiy allocable administrative costs of the Federal 
Government for [reforestation and timber stand 
improvement)" 

Congress has enumerated the uses to which these funds can be put. As the Reforestation Trust Fund 
demonstrates. Congress has also shown its ability to discriminate for, and by omission, against the use of these 
hmds for indirect or overhead purposes. Enumeration of spccifie purposes for appropriations exciudes use of 
the funds for aii other purposes. E.g. . 53 Comp. Gen. 328 (1973) (where appropriation authorized use of funds 
for road “construction" and "maintenance." Forest Service could not use funds for road closure or obliteration). 
“The established rule is that the expenditure of public funds is proper only when authorized by Congress, not 
that public funds may be expended unless prohibited by Congress." United Slates v. MacCollom . 426 U.S. 
317, 321,96 S.Q. 2086. 2089 (1976). 

In 1987, the Department of Agriculture’s Office of Inspector General criticized the direct expenditure 
of Knutson-Vandenberg funds on items such as furniture, rent, supplies, and so forth that are not encompassed 
by the indirect cost assessment. 


After the enactment of the 1976 amendment to the K-V Act, FS management encouraged 'imaginative 
and innovative management practices' in the use of K-V funds. . . . (Lliberal interpretations were 
employed in the actual allocation of costs to K-V funds. For example, the purchase of furniture was 
funded from K-V because it was used by timber and silvicuiture personnel whose salaries were all, or 
primarily, ftmded by K-V monies. Also, the vehicles, utilities, supplies, rent, magazine subscriptions, 
books, uniforms, etc., purchased or used by these personnel were considered legitimate direct 

assessments to K-V funds as defined by FS persormel This practice was employed at the RO, 

FSO, and RD levels of the FS. There appeared to be no established limitations as to how far this 
concept could be carried. 

This criticism should apply equally whether such unauthorized costs are assessed against K-V funds as 
direct or indirect expenses. No matter what you call them, these expenses do not relate to reforestation and sale 
area improvements, the only authorized purposes for funds under the K-V AcL These indirect costs also bear 
little or no relation to the actual "costs to the United States" of reforestation and sale area improvement because 
they ate tied to the size and expenses of the agency’s overall bureaucracy rather than the costs associated with 
restoration of cut-over forest stands. 

In sum, if a private person or corporation defrauded the treasury of funds otherwise due to it by law, as 
the Forest Service does by expending these funds on indirect expenditures, that person would be subject to 
treble damages and a SlO.tXX) per fraudulent transaction penalty under the federal False Oaims Act. However, 
because it is a federal agency that profits from the fraud, the only legal remedy appears to be injunctive relief 
under the Administrative Procedures Act for actions taken “not in accordance with law" or “in excess of 
statutory . . . authority ..." 5 U.S.C. § 706(2). FSEEE has filed three cases in federal court seeking to stop 
this illegal diversion of K-V funds to indirect expenses and overhead. 



The Forest Service Fails to Collect K-V Funds in Addition to Hie Payments for Timber 


The K-V Act defines K-V funds as “deposits of money in addition to the payments for the timber.” 16 
U.S.C. § 576b. Nonetheless, the Forest Service currently derives K-V funds directly from the payments for the 
timber and routinely expands K-V plans to capture unexpectedly high timber receipts. This practice is contrary 
to the plain language of the law. Judicial precedent, and past agency practice. 

Near contemporaneous Forest Service guidance on implementation of the K-V Act indicates that one of 
the understood purposes of the Act was to avoid reductions in treasury receipts as a result of the K-V 
collections. See Affidavit of Paul Neff filed in Stale of Alabama v. United States . 461 F.2d 1324 (Cl Q. 

1972) (K-V deposits would be required from timber purchasers "only ... [w]herc the receipts from the sale will 
not be reduced . . ."). The 1976 amendment to the K-V Act retained the statutory language “in addition to the 
payments for the timber” largely without comment. The conference report accompanying the amendment 
specifically described K-V funds as a "deposits requirement of timber sale contracts.” rather than as deductions 
or allocations from the bid price. 

By contrast, the legislation authorizing creation of the Salvage Sale Fund, which was part of the same 
public law as the 1976 amendments to the K-V Act. provides for financing from the timber payments. Under 
16 U.S.C. § 472(h). Congress directed that money for the Salvage Sale Fund comes "as a part of the payment 
for the timber.” Thus. Congress simultaneously addressed two distinct purchaser-financed funds, the K-V fund 
and the Salvage Sale Fund, and directed them to be handled in different ways. 

The Forest Service's failure to collect K-V deposits “in addition to the payments for the timber” results 
in some sales sold for less than the identified post-sale replanting and sale area improvement needs. This is 
particularly acute on sales with only a single bidder sold at base rates. Separate identification of needed K-V 
deposits would avoid this result or. at a minimum, clearly disclose that a sale will not cover the costs of 
restoring renewable resources adversely affected by the logging. 

When a timber sale receives an unexpectedly high bid. the Forest Service routinely expands the SAI 
plan and K-V collections to capture the unanticipated proceeds from the sale. This post hoc expansion would 
not be possible if K-V funds were collected “'in addition to the payments for the timber” as required by the Act. 

The expansion of SAI plans after the sale is made is also contrary to the fundamental concept 
underlying the K-V AcL that the deposits are an alternative to the timber purchaser itself performing the 
reforestation and sale area improvement practices. As one of the Forest Service’s own lawyers explained to 
Congress, "(Tlhe expression 'in addition to the payments for the use'lsic] was put in the Knutson-Vandenberg 
Act to show that that deposit was not to be considered as a timber sales receipt which would go into the forest 
reserve fund, but that it was a deposit actually to cover one of the operating costs, just as much as felling the 
trees and transporting the logs to the mill is an operating cost.” Hearings on H.R. 2968 before Subcomm. No. 

3 of the Comm, on Ag.. 81“ Cong., 1“ Sess. 23 (1949). 

Qearly, no timber purchaser would constantly expand its operating costs simply because it found itself 
in possession of a more valuable set of timber that it had anticipated. Just as clearly, by identifying 
reforestation and renewable resource protection as "operating costs” of a timber sale to be paid by a purchaser. 
Congress did not intend cither to saddle the purchaser with a share of the agency’s overhead costs or to reduce 
timber sales receipts to the national treasury. The Forest Service has impermissibly converted the K-V Act 
from a mechanism for covering the environmental and namral resource costs of a particular logging operation 
to an unauthorized means of augmenting the agency’s own revenues and budget. 
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Finally, where timber receipts are allocated to both the K-V fund and the Salvage Sale Fund, the K-V 
fund gets the short end of the stick. Money that could and should go to needed K-V projects is instead diverted 
to the Salvage Sale fund used to prepare additional timber sales. The result, as found in a Washington OfTice 
review, is that “[oln many Sierra forests. SSF is being over collected at the expense of the K-V program, 
including K-V essential reforestation.’’ November 14, 1994 letter from Deputy Chief to R-5 Regional Forester. 
Adherence to the plain language of the law would avoid this shifting of funds because K-V deposits must be 
collected ”in addition to the payments for the timber," while salvage sale fund deposits are “a part of the 
payment for the timber.’’ 

Conciusion 


The Forest Service’s abuse of its statutory authority did not begin with this Administration. These 
problems evolved over a SO-year period as the agency bureaucracy sought creative ways to keep for its own 
purposes the increasing receipts from active timber management following World War n. Reform will lequire 
that the Forest Service do something radical - it must follow the law. 
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Education 


RESUME OF ANDY STAHL 


B.S.. Forest Management (1979), Oregon Slate University 
Conservation Employment 

1994-Current: Executive Director, Forest Service Employees for Environmental Ethics 

FSEEE is the environmental voice and advocate of the professional employees of the U.S. Forest Service. FSEEE’s 
800 current and retired Forest Service employee and 8,000 citizen members work to ensure the stewardship of the 
public's national forests. 

1987- 1993: Resource Analyst, Sierra Club Legal Defense Fund 

Devised and implemented legai^iolitical/scientinc strategy to protect Pacific Northwest ancient forests, including 
more than 8 million acres of additional federal lands protected for northern spotted owl, among other species. 
Prevailed in half a dozen major federal environmenud lawsuits that reshaped federal forest land management in 
Pacific Northwest (most federal timber sales ever stopped in court to date). Researched and assisted in prosecution 
of half a dozen citizen suits under Clean Water Act to enforce terms of NPDES permits. 

1983-1987: Staff Forester, National Wildlife Federation 

Established and implemented forest policy agenda for naticm's largest conservation organization. Initiatives 
included successful re-write of the Oregon State Board of Forestry forest practice rules to better protect streams and 
fisheries from landslides: Maoleton lawsuit that enjoined logging on steep federal lands in Oregon Coast Range to 
protect water quality and fisheries (most federal timber sales ever stopped in court to (hat date); initiated ancient 
forest protection strategy and campaign. 

198M983: Forest Planner. Associated Oregon Loggers 

Forest policy advocacy on behalf of association of 600 independent contract logging companies. 

1980: Forest Planning Consultant, U.S. Forest Service 

Trained national forest planning teams the principles and procedures of forest planning, especially the use of the 
FORPLAN harvest scheduling program, under the then new National Forest Management Act procedures. 

1978-1979: Forestry technician, U.S. Forest Service 

Seasonal field positions in timber sales, silviculture and wildlife on the Wallowa-Whitman (OR) and White River 
(CO) National Forests. 

Awards 


Natural Resources Council of America; 1993 Award of Achievement for Policy Activities 
Other Professional Aclivities 


Board member, Thoreau Institute 

Board member. Foundation for Population Biology 

Litigation consultant in forest-related bwsuits 
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t U.S. Forest Service 
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Forest Service Employees 
for Environmental Ethics 
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Forest Service Employees 
for Environmental Ethics 

Forest Service Employees for 
Environmental Ethics is a S01(c)(3) 
nonprofit organisation. Our mission 
is to forge a socially responsible value 
system for the Forest Service based on 
a land ethic which ensures ecologically 
and economically sustainable resource 
numagement. 


The Lazar FoundatioD contributed financially 
to this report's production. 
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WHO SAYS MONEY 
DOESN’T GROW ON TREES? 

The Knutson-Vandenberg Act — A Legacy of Creeping Bureaucracy 



The Knuison-Vandenber^ Act was passed by Congress in 1930 logiw the U S. Forest Service a way to restore hgged-over land. 
In fact, the agency misdirects millions of dollars from the fund eadi year to pay for bureaucratic overhead. 


C ongress passed the Knutson-Vandenberg 
(K-V) Act in 1930 to provide a mecha- 
nism for reforesting cut-over national 
forest lands. The act authorizes the U S. Forest 
Service to charge purchasers of timber a pre- 
mium, over and above the price of the trees, to 
cover the cost of replanting, removing un- 
wanted brush, and, as authorized by 1976 
amendments, protecting and improving the 
productivity of fish, wildlife, recreation, and 
other renewable resources within the particular 
timber sale area from which the funds are 
collected. Funds in excess of the cost of doing 
the work are to be returned to the U.S. Treasury 
as a miscellaneous receipt. 

Early Forest Service reforestation policy 


encouraged natural seeding and discouraged 
artificial planting. The agency's main concern 
with planting was its relative high cost com- 
pared to natural regeneration. Early silvicul- 
tural practice emphasized individual tree 
selection, shelterwood, and other systems 
designed to encourage natural seeding. 
Clearcutting was disfavored; in fact, in some 
re^ons like the Pacific Northwest, it was 
banned by regional foresters. Given these 
policies, the Forest Service had little need to 
use the K-V Act's authority, and the statute 
received scant attention until after the second 
World War. 

In 1947, the Forest Service sought the U.S. 
Comptroller General's permission to allocate a 


3 
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modest portion of K-V funds to cover the cost of 
hiring bookkeepers to account for the funds. The 
Comptroller General denied the agency's initial 
request on the basis that the Act did not specify 
overhead as one of its authorized activities. The 
opinion concluded that such use of the fund 
amounted to unlawful augmentation of funds 
already appropriated for overhead purposes. 

The Forest Service reiterated its request on the 
grounds that the phrase "cost to the United 
States" for planting and other on-the-ground 
activities includes overhead costs associated with 
these activities. The Comptroller General re- 
lented and allowed the Forest Service to charge 
modest clerical costs against the K-V fund. At 
that time, deposits to the K-V fund were about 
$1 million per year and the Forest Service 
expected to expend 6 to 10 percent of these 
funds on clerical functions. 


In 1957, the Forest Service made a subtle but 
significant change to the administration of the K-V 
Act. Instead of charging timber purchasers a K-V 
premium over and above the price of the timber to 
cover reforestation costs, the agency absorbed the 
K-V costs into the timber sale price. Prior to 1957, 
timber sale contracts separately itemized the price 
of the timber and the additional deposit for refores- 
tation and other K-V activities. After 1957, the 
agency did not specify K-V costs in bid documents 
or contracts and simply accepted a lump sum 
payment (or bid) from timber purchasers. 

As a result of the 1957 change, the Forest Service 
now treats all but $0.50 per thousand board feet 
(mbf) of timber sale receipts as available for K-V 
expenditure.' For example, in 1993 the Forest 
Service decided to sell the Indian Boundary timber 
sale on the Cherokee National Forest (Figure 1). 

The appraisal predicted the sale would sell for 


Figure 1: 1993 Knutson- Vandenberg Plan for the Indian Boundary Timber Sale 
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$14,868, which, after deducting $O.SO/mbf for 
the Treasury, left $14,712 "available” for K-V 
expenses. The agency prepared a K-V plan for 
the sale that called for spending $14,500 on trail 
improvements and removing slash from previ- 
ous logging, with over one-third of this money 
going to overhead. 

The Forest Service sold the timber at competi- 
tive auction for more than it had anticipated — 
$26,935 (the difference between the advertised 
price and the high bid is called the "overbid.” 
amounting to $12,067). Immediately thereafter, 
the Forest Service revised the K-V plan (Figure 2) 
by adding new activities (filling in rootball 
holes, seeding, and fertilizing) for a total K-V 
expenditure of $26,500, fully 99% of the 
$26,778 (bid price of $26,935 less $0.S0/mb0 
"available” for K-V financing. If not for the 
revised K-V plan, the U.S. Treasury would have 
received $12,435; instead the Treasury was 
left with $156. The sale cost taxpayers about 
$85 per mbf to prepare and administer 
($26,295), leaving the Treasury with a net loss 
of -$26,139.20.2 

Over the 3-year period between 1993 and 
1996, the Cherokee National Forest revised its K- 
V plans in this manner to "capture" $650,000 in 
overbid monies that would otherwise have gone 
to the Treasury. These funds were not charges 
made "in addition to the payments for the 
timber," as required by the K-V Act; they were 
monies taken directly out of timber sale receipts. 
According to the Act, the Forest Service should 
have charged these costs to the timber sale 
purchaser over and above the price of the 
timber. 

In addition to withholding from the Treasury 
receipts due it by law^ the Forest Service has 
increased its overhead costs from the nominal 
amounts (6 lo 10 percent) authorized by the U.S. 
Comptroller General in 1947 to as much as 72 
cents of every K-V dollar (Chattahoochee/ 
Oconee National Forests, see table on page 11). 
Nationwide, the Forest Service spends an aver- 
age of 36 cents of every K-V dollar on overhead, 
amounting to some $75 million per year (the 
exact amount varies from year to year). The 
Forest Service receives in addition about $300 
million from Congress in appropriated funds for 
general administration. The K-V overhead 
charges appear to run afoul of governmental 
rules against augmentation of appropriations. 

These overhead charges are skimmed off at 
every level of the Forest Service hierarchy, from 
the Washington, D.C., office, to the nine 
regional offices, the approximately 100 forest 
supervisor offices, and more than 400 district 
ranger offices. The overhead funds help pay for 
clerical, computer, and other support staff, 


timber, silviculture, wildlife, fisheries, and 
other program staff, rent, utilities, and the like. 
For example, in fiscal year 1997 Region 8 
(headquartered in Atlanta, Ga., and the home 
region of the Cherokee National Forest) will 
collect $1.9 million in K-V monies for over- 
head expenses in the regional office alone, of 
which $967,000 is "carry-over" from the 
preceding fiscal year (Figure 3).^ 

In many instances, the high overhead 
assessments prevent needed on-the-ground 
work from being completed. For example, 
consider the Cherokee's Basin Creek sale, 
which sold in 1990 for $132,039 (Figure 4). 
After deducting $36,231 for purchaser road 
credits,* and $656.50 for the Treasury's Na- 
tional Forest Fund ($0.50/mb0, the "stumpage 
available for K-V financing" amounted to 
$95,151. The Sale Area Improvement and K-V 
Collection Plan identified $123,082 of activi- 
ties needed to improve the sale area (pre- 
scribed burning, planting, and the like), of 
which $84,325 consisted of direct project costs 
and $38,757 of overhead. 

Instead of reducing the overhead amounts, 
the Forest Ser/»ce dropped 109 acres of refores- 
tation, 69 acres of seedling release from 
competing shrubs, 278 of the 284 acres of 
seedling survival exams (to confirm the 
seedlings had not died), all of the heliseeding 
and ail of the wildlife habitat improvement 
projects. In the end, K-V deposits will fund 
$65,188 of direct project costs, consisting of 
the prescribed burning, planting, some of the 
seedling release and a few survival checks. In 
addition, the Forest Service will divert $29,960 
in overhead expenses from the sale. Had the 
Forest Service not diverted these overhead 
monies it could have funded all of the direct 
costs of the needed on-the-ground work 
($65,188 + $29, 960s $95,148, which is greater 
than $84,325) and returned 16 times as much 
revenue to the U.S. Treasury ($10,831 com- 
pared to $656). 

An audit of Cherokee National Forest timber 
sales logged between 1994 and 1997 revealed 
15 additional timber sales like Basin Creek that 
had insufficient K-V funds to pay the direct 
costs of sale area improvement needs. The 
total K-V deficit amounted to $203,447. 
However, during the same period the Cherokee 
diverted $856,005 of K-V funds to overhead. 
But for the overhead assessments, the Forest 
Service could have completely funded its sale 
area improvement needs and returned over 
half a million more dollars to the Treasury. 

Cumulatively across the nation the diver- 
sion of K-V funds to overhead has led to a 
growing reforestation backlog. According to 
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the Forest Service's Budget Notes to Congress, 
the 1997 backlog of unaccomplished reforesta- 
tion and timber stand improvement needs will 
grow by 92,000 acres to a total of 1,578,000 
aaes. Though the agency is up-front about the 
shortfall, nowhere does the Forest Service 
acknowledge to Congress that the source of the 
problem is the high overhead rake-off from K-V 
funds. In fact, the Forest Service's budget docu- 
ments do not admit to any overhead charges 
whatsoever. 

What began as a well-intentioned law that 
requires loggers to pay for reforesting and 
repairing the public's cut-over lands has evolved 
over the decades into a multi-million dollar 
boondoggle that fuels a bloated Forest Service 


bureaucracy, robs taxpayers of timber receipts, and 
creates an incentive to log no matter the environ- 
mental or fiscal costs. 

In sum, the Forest Service violates the K-V Act in 
the following ways; 

1) Failing to charge purchasers for the full K-V 
costs, over and above the price of the timber; 

2) Skimming off overhead funds from K-V 
deposits that are ear-marked by law to reforestation, 
brush disposal and other sale area improvements; 

3) Diverting timber sale receipts from the Trea- 
sury to the agency's K-V account; and, 

4) Pooling K-V funds across multiple timber 
sales, violating the mandate that K-V deposits be 
spent within the sale area from which they are 
collected. 


Figure 2: Revised Knutson-Vandenberg Plan for the Cherokee National Forest 
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These violations have led to: 

1) An inflated Forest Service bureaucracy that 
now consumes $75 million a year in overhead 
(over and above Congressional appropriations of 
about $300 million for that purpose) — funds 
that by law are supposed to be, but are not 
always, spent within timber sale areas for 
environmental improvement; 

2) Losses to the U.S. Treasury amounting to 
tens of millions annually as the Forest Service 
fails to charge purchasers the full cost of K-V 
projects, over and above the price of the timber; 

3) An agencywide incentive to sell timber 
because failing to do so cuts off the overhead 
slush funds. 

The reaction from knowledgeable people, 
both within and outside the Forest Service, to 
these abuses shows that these matters are not 
simply arcane accounting issues. People under- 
stand that abuses of the K-V Act have real on- 
the-ground effects on the public's forests. Here's 
what some of these people have said; 

"... I think this country should put on high 
priority the repeal of the (Knutson-Vandenberg 
Act), passed in 1930, that provided funding for 
the Forest Service from the sale of timber. 

Money corrupts. It has changed the Forest 
Service from a guardian of our national re- 
sources to exploitation of them. This is not good 
for our country and causes many of our prob- 
lems. There are many wonderful people that 
work for the Forest Service that do not believe in 
what they are doing but it is their job." 

— Fred Behm (citizen) 

Blue River, OR 

"The extraordinarily high overhead assess- 
ments, which began in the mid 1950's, have 
been a disturbing matter for Forest Service at ail 
levels for a long time. During my 34 year career 
with the Service, primarily in Oregon, Washing- 
ton, California and in the Chief's office, I have 
observed frustration with these excessively high 
rates at all levels. As a District Ranger, Forest 
Supervisor, Regional Forester and as a Staff 
Director on the Chiefs staff, I personally shared 
these frustrations. It is accurate to say that 
needed post timber sale restoration work failed 
to have adequate funding simply because the 
overhead eroded the practical limits of resources 
available at the site." 

— Zane Grey Smith, Jr. (former Forest Service 
regional forester) 

Springfield, OR 

. . It seems perfectly obvious that (K-V 
overhead) is a primary cause of the serious 
overemphasis on timber sales to the detriment 


of all other considerations. Further it is very 
unfair to the Forest Service management 
personnel because, on the one hand they are 
asked to manage for multi-purpose uses but, 
on the other hand they are being told, indi- 
rectly but unmistakeably, that they must sell 
timl^r in order to maintain the funding which 
pays their salaries. This really puts them 
between the proverbial rock and a hard place." 

— Karl E. Balliet (citizen) 

Bedford, VA 

". . . The formula we used to determine and 
then distribute the K-V funds was very auto- 
matic; we set aside at Least three levels of 
overhead assessment first and then applied the 
remainder on the ground. Frequentiy the 
remainder was not enough to buy and plant 
the new trees. It was often supplemented by 
other funds from the Forest Service Budget to 

complete the job ot reforestation The 

appetite of the Regional Forester and the Chiefs 
office required most of our field-generated funds 
lo keep those organizations fully financed." 

— Tom Kovalicky (former Forest Service 
forest supervisor) 

Grangeville, ID 

"It is painfully obvious our overhead cost 
(sic) are extremely to (sic) high." 

— anonymous Forest Service employee, 
Superior National Forest, as written in the 
Sheep Ranch timber sale K-V Plan 

The solutions to these problems are simple 
and straightforward. In the words of former 
Chief Jack Ward Thomas, the Forest Service 
should simply obey the law. That means 
charge purchasers the costs of reforestation 
and other sale area improvement needs over 
and above the price of the timber. It means 
stop diverting K-V funds collected from 
purchasers into the black hole of bureaucratic 
overhead. It means spend K-V dollars only 
within the sale area from which those dollars 
were collected. 

Eliminating K-V overhead rake-offs will 
necessarily reduce the availability of funds to 
higher levels of the Forest Service bureauaacy. 
This may prove a good thing in the long run. 
The Forest Service should reevaluate the need 
for four layers of administrative hierarchy. 
Eliminating one of those layers, such as 
regional offices, and reducing the number of 
forest supervisor's offices, would likely cover 
completely the lost K-V overhead funds. This 
would further empower field-level managers to 
meet the Forest Service's basic mission — 
serving the public and caring for the land. 
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End Notes: 

1) The $0.50/mbf allowance to the U.S. 
Treasury is based on the historical average cost 
to the government to prepare and administer 
timber sales. At least until 1956, Forest Service 
policy required that timber prices be no less than 
the "cost to prepare and administer sales." Today 
timber sales cost $60 to $100/mbf to prepare and 
administer, but the trees are sold for as little as 
$2 or $3/mbf on some national forests (see 
Humpback timber sale, Tongass National Forest, 
which sold in 1997 for $2.58/mbf). and the 
policy is still to guarantee only $0.50/mbf to the 
Treasury. For salvage sales, Forest Service policy 
does not even require this nominal return; 
instead virtually all of the receipts are diverted to 
the Forest Service's Salvage Sale Fund for prepar- 
ing new salvage sales. 

2) Total U.S. Treasury losses are even greater 
because the State of Tennessee is entitled to 25 
percent of the gross timber sale receipts, that is, 
0.25 X $26,935, or $6,734. If a timber sale has 
inadequate sale receipts (because of K-V with- 
drawals, purchaser road credits, or salvage sale 


fund removals) to cover the 25% payments, the 
Treasury picks up the difference. Thus, the total 
loss to taxpayers from this sale alone amounts to 
$32,872. 

3) "All money received by or on account of the 
Forest Service for timber . . . shall be covered into 
the Treasury of the United States as a miscellaneous 
receipt." 16 U.S.C. 499 (Act of March 4, 1907). 

4) The Forest Service's Washington Office will 
collect $457,157 from Region 8's K-V account to 
spend on its own D.C.-based overhead. In sum, 
the Washington Office collected a nationwide 
total across all nine regions of $3,848,000 from 
the K-V account for its own overhead in fiscal year 
1997. 

5) Purchaser road credits are deductions from the 
price of the timber credited to the timber purchaser 
in exchange for the purchaser building the logging 
road to access the timber sale. 


For more information about the Knutson- 
Vanderberg Act or how the Forest Service 
allocates reforestation funds, contact FSEEE. 


Figure 3: Region 8 Overhead Rate Calculation 
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Figure 4: Knutson* Vandenberg Plan for Basin Creek Timber Sale 
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Where Does the Money Go? 

A study financed by FSEEE and conducted by the Tlioreau Institute, an economic think tank, found that 36 cents 
of every dollar collerted under the Knutson- Vandenberg Act is spent on overhead. The study's results are sum- 
marized in the table below. The first column shows the percentage of K-V trust funds spent on administrative 
overhead by each national forest. The overhead money was divided between the Forest Service's Washington, D.C. 
headquarters, regional offices, forest supervisors' offices, and district offices. For example, 45 cents of every K-V dollar 
collected on Washington's Olympic National Forest is diverted to overhead. Thirteen cents of that go to the Olympic's 
four ranger districts, 25 cents to the supervisor's office in Olympia, Wash., six cents to the regional office in Portland, 
Ore., and one cent to the Washington, D.C. office. 


Northern Region (1) 


Bitterroot (Mont.) 

23% 

$75,050 

Clearwater (Idaho) 

31% 

$918,876 

Custer (Mont.) 

31% 

$892 

Deerlodge (Mont.) 

24% 

$74,879 

Flathead (Mont.) 

41% 

$285,014 

Gallatin (Mont.) 

48% 

$217,943 

Helena (Mont.) 

27% 

$68,388 

Idaho Panhandle (Idaho) 

29% 

$3,448,427 

Kootenai (Mont.) 

32% 

$1,234,768 

Lewis and Clark (Mont.) 

28% 

$75,337 

Lolo (Mont.) 

35% 

$1,756,130 

Nez Perce (Idaho) 

31% 

$1341,973 

Rocky Mountain Region (2) 

Nebraska (Neb.) 

23% 

$4396 

Arapaho/Roosevelt (Colo.) 

40% 

$73,186 

Bighorn (Wyo.) 

22% 

$43325 

BUck Hills (S.D.) 

31% 

$1301308 

GMUG (Colo.) 

33% 

$151,195 

Medicine Bow/Routt (Wyo.) 

32% 

$133375 

Pike/San Isabel (Colo.) 

20% 

$38379 

Shoshone (Wyo.) 

27% 

$481 

White River (Colo.) 

20% 

$39,761 

Southwestern Region (3) 

Apache-Sitgreaves (Ariz.) 

37% 

$405323 

Carson (N.M.) 

37% 

$109330 

CiboU (N.M.) 

27% 

$15,776 

Coconmo (Ariz.) 

39% 

$157397 

Gila (N.M.) 

30% 

$48,348 

Kaibab (Ariz.) 

23% 

$78397 

Lincoln (N.M.) 

35% 

$11381 

F'rescoH (Ariz.) 

30% 

$11347 

Santa Fe (N.M.) 

32% 

$14,014 

Tonto (Ariz.) 

28% 

$1(B373 

Intermountain Region (4) 

Ashley (Utah) 

297<, 

$40347 

Boise (Idaho) 

277o 

$2,030,171 

Bridger-Teton (Wyo.) 

29% 

$91,055 

Caribou (Idaho) 

22% 

$22303 

Challis (Idaho) 

27% 

$26,624 

Dixie (Utah) 

25% 

$229,140 


Fishlake (Utah) 

24% 

$25,694 

Humboldt/Toiyabe (Nev.) 

18% 

$935 

Manb-LaSal (Utah) 

25% 

$13,165 

Payette (Idaho) 

29% 

$1,190,876 

Salmon (Idaho) 

27% 

$149526 

Sawtooth (Idaho) 

29% 

$45,148 

Tai^ee (Idaho) 

30% 

$175,759 

Uinta (Utah) 

29% 

$24,114 

Wasatch-Cadre (Utah) 

29% 

$77,482 

Pacific Southweat Region (S) 



Angeles (Calif.) 

32% 

$2552 

Cleveland (Calif.) 

11% 

$141 

Eldorado (Calif.) 

38% 

$3512,074 

Inyo (Calif.) 

38% 

$147,185 

Klamath (Calif .) 

35% 

$423,420 

Lake Tahoe BMU (Calif.) 

32% 

Unknown 

Lassen (Calif.) 

33% 

$838,053 

Los Padres (Calif.) 

40% 

$1,128 

Mendocino (Calif.) 

33% 

$82,318 

Modoc (Calif.) 

42% 

$2550,921 

Plumas (Calif.) 

36% 

$1537592 

Sw Bemadino (Calif.) 

34% 

$19,255 

Sequoia (Calif ) 

35% 

$570580 

Shasta-Trinity (Calif.) 

38% 

$450584 

Sierra (Calif.) 

37% 

$1558,982 

Six Rivers (Calif.) 

33% 

$1,845,900 

Stanislaus (Calif.) 

43% 

$2522,897 

Tahoe (Calif.) 

38% 

$978,606 

Pacific Northwest Region (6) 



Colville (Wash.) 

28% 

$625,617 

Deschutes (Ore.) 

35% 

$1587.751 

Fremont (Ore.) 

30% 

$1,034540 

Gitford Pinchot (Wash.) 

33% 

$804,499 

Malheur (Ore.) 

26% 

$1,976591 

Mt. Baker/Snoqualmie (Wash.) 

49% 

$803531 

Mt. Hood (Ore.) 

45% 

$1,702,015 

Ochoco (Ore.) 

30% 

$1507516 

Okanogan (Wash.) 

25% 

$366,906 

Olympic (Wash.) 

45% 

$53,994 

Rogue River (Ore.) 

42% 

$1,129,175 

Siskiyou (Ore.) 

39% 

$725,482 

Siuslaw (Ore.) 

29% 

$1,086,734 
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Virtually tvery natKmal forest across the country uses the Knutson-Vandenberg Act to pay for overhead expenses, taking a 
tangible toll on (he health of hnd 


Uinatilla (Ore.) 

Umpqua (Ore.) 
Wailowa-Whitmap (Ore.) 
Wenatchee (Wash.) 
Willamette (Ore.) 

Winema (Ore.) 

Southern Region (8) 

Alabama Forests (Ala.) 
Carribeam (Puerto Rico) 
Chatt./Oconee (Ga.) 
Cherokee (Term.) 

Daniel Boone (Ky.) 

Rorida Forests (Fla.) 
George Washington (Va.) 
Jefferson (Va.) 

Kisatchie (La.) 
Marion-Sumpter (S.C.) 
Mississippi Forests (Miss.) 
N. Carolina Forests (N.C.) 
Ouachita (Ark.) 

Ozark/St. Francis (Ark.) 


33% 

$2.35-5,986 

29% 

$659,604 

34% 

$890,493 

24% 

$671,516 

37% 

$3,212,823 

31% 

$1,208,787 

61% 

$2,061,373 

0% 

— 

72% 

$ 604,098 

yr/o 

$231,243 

44% 

$402,880 

53% 

$466,614 

397o 

$280,92.3 

45% 

$214,695 

55% 

$2,029357 

30% 

$436,912 

29% 

$1,918,040 

42% 

$333,665 

38% 

$3,221,416 

45% 

$1,625,080 


Texas Forests (Texas) 

Eastern Region (9) 

Allegheny (Pa.) 
Chequamegon (Wis.) 
Chippewa (Minn.) 
Green Mountain (Vt.) 
Hiawatha (Mich ) 
Huron-Manistee (Mich. 
Mark Twain (Mo.) 
Monongahela (W Va.) 
Nicolet (Wis.) 

Ottawa (Mich.) 
Shawnee (111.) 

Superior (Mich.) 
Wa)me/Hoosier (Ind.) 
White Mountain (N.H.) 

Alaska Region (10) 

Chugach (Alaska) 
Tongass (Alaska) 

Nationwide Average 


54% 

$1,931,525 

27% 

$634,192 

27% 

$216,289 

16% 

$191300 

35% 

$33,055 

32% 

$338,815 

37% 

$336,989 

27% 

$697,138 

20% 

$43,869 

27% 

$139,252 

27% 

$211,822 

20% 

_ 

34% 

$213301 

33% 

$3,189 

43% 

$63,465 


29% 

$1,305 

25% 

$649,380 

36% 

$73,935,311 
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The Knutson-Vandenberg Act woii designed to replace trees that arc cut for lumber. In reality, much of the money goes to fund the 
Forest Service's bureaucracy. 


What the K-V Act Says 


Act of June 9, 1930 

Sec. 3. The Secretary of Agriculture may, when 
in his judgement such action will be in the 
public interest, reacquire any purchaser of 
National Forest timber to make deposits of 
money in addition to the payments for the 
timber, to cover the cost to the United States of 
(1) planting (including the production or 
purchase of young trees), (2) sowing with tree 
seeds (induing the collection or purchase of 
such seeds), (3) cutting, destroying, or otherwise 
removing imdesirable trees or other growth, on 
the National Forest land cut over by the pur- 
chaser, in order to improve the future stand of 
timber, or (4) protecting and improving the 
future productivity of the renewable resources of 
the forest land on such sale area, including sale 
area improvement operation, maintenance and 


construction, reforestation and vrildiife habitat 
management. Such deposits shall be covered into 
the 'Iteasury and shall constitute a special fund, 
which is hereby appropriated and made available 
until expended, to cover the cost to the United 
States of such tree planting, seed sowing, and 
forest-improvement work, as the Secretary of 
Agriculture may direct: Provided, That any portion 
of any deposit found to be in excess of the cost of 
doing said work shall, upon the determination that 
It Is so in excess, be transferred to miscellaneous 
r«»ipts. Forest Service Fund, as a National Forest 
receipt of the fiscal year in which such transfer is 
made: Provided further. That the Secretary of Agri- 
culture is authorized, upon application of the 
Secretary of the interior, to furnish seedlings, and/ 
or young trees for replanting of burned-over areas 
in any National ParlL (16 U.S.C. 576b) 
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ZANE G. SMITH, JR. 

Noturai RdscMCA Asttcy - Gov't Pekstions 
37S99 Shenonoocrr lo • SpiingAetC. CP 9747B tSA 
(&4t> ?26‘6463 • £*Mqc zsntl>iOigc3*)CO(Q 

Aiidy SlAhl, Director July 25. 199$ 

AFS£££ 

P.O U61S 

Eugene. OR 97440 Via Fax: 2 Pigee 

Ow Andy^ 

Thank you for tviefing me on the Asaociatioa's concern and plamed dtscusaons on die 
Poresi Service'i managenicrK of the KV Rind 1 believe your dcvciopmeDt of a whtte 
paper is omely and could begin the proeese of needed relbm. 

The extrmocdinahly high overheed aesenments, which began in the mid 1950’$, have been 
a dieturbtog maner for Forest Service people at alt ievela for a long time. During my 34 
year career with the Service, primary bi Oregon. Washington, Calilbnaa and in the 
Chief $ office, i have obaerved ffuauuson wiUt these excessively high rates at all levds As 
a District Ranger. Forea Superviior, Regnal Forester and as a Sta/T Director on the 
Chiefs staff! 1 personally shared tfaeae frustrations, fi is accurate to say that needed post 
timber sale restoration work ftiled to have adequate ouxiing simply because the overhead 
eroded the practical limtis of resources avaHabieat the sne 

The problem is rooted .a complex ceum, foremost of which, is the budgeting synem the 
Forest Service must follow. The Cot^ressionai appropriaboAt process doa not recognize 
Che besic stewardship level of ftmiKag required to properly manage the htenonal Forests 
under the law Consequently die ^eaey is forced to be cieativ'a in its nanagsmeni of 
available funds to assure the basic level of stewvdship. This reaidB in ibe assignment to 
funds such as KV. responsibiltties that were not envisioned whoi the Isw was passed 
When the value conversion is marginal on a particuiar timber saic, the high overhead can 
mean that needed work cannot be financed. District Rani>ers. :n particular, have • dtRiculi 
time rationaliung funds being diverted to hi]^ levels of overhead m the Forest Service, 
even the Chiefs Office. 

1 rebly believe to resolve the (frlemma. Congress must iniiMie re&nn in the way rt 
provides binding to the Forest Service fbr management af the Naiionel Forests. Central to 
L$ to provide a basic stewardship level for each National Forest and allow die budget 
JO icKreisc beyond that through friirding of ^edfic propams sad their targets. Forest 
Service oSecn thus would be held eccoumsbie Gnt for basic protection and ecoeystem 
tniqpiry. and then for sccomplishineni of other assigned ca/i^ This would dimiaiah the 
need for the high overheed experienced by KV, BD and other similar funds. 

I applaud your pUn to prepare a white paper on iha issue around the KV Kind and to 
uiitiate diseusiians with USOA. the Forest Service, and oite interested paitiBS. The 
Forest Service should wdeotae these diicussbns. as it hss been the vicua of a budgetary 
process that haa led to the problem. 

Thaidt you i^a for sharing your plans with me. 


Bett rtavdi, 






143 





144 


Mr. Horn. Our next presenter is Mr. Michael Roddy, the presi- 
dent of Green Framing Systems. It is nice to see you, Mr. Roddy, 
we have talked on the telephone. 

Mr. Roddy. It is good to see you. Yeah, thanks for inviting me. 

I would like to preface my remarks by saying I am not much of 
an expert on Forest Service fiscal policy or economic management. 
I am here more to talk about the bigger picture, particularly as it 
affects the construction industry and commodity pricing of wood as 
it appears from the national forests. 

It appears to me that Forest Service management for some years 
has been following a very old economic model dictated by the fact 
that you think they can turn trees into money, and that by con- 
tinuing to produce timber from the national forests, it would pro- 
vide revenue to finance the other needs. This kind of got out of con- 
trol in the 1980’s to the point where Judge Dwyer ruled in the 
early 1990’s that we were severely over-cutting our national for- 
ests, we were violating environmental laws. Many of the national 
forests’ replanting efforts were not succeeding and anybody who 
has flown over these areas can certainly see a scene of considerable 
devastation. It was something that was very troubling to me, hav- 
ing grown up in California and the northwest and having lived in 
Oregon for a number of years. 

I think it is kind of wise to view this overall perspective in terms 
of fiscal responsibility and what the true costs of timber sales are. 
As a couple of examples, I think you could say that fiscally, the An- 
geles National Forest was a failure in the 1980’s because it did not 
produce any commodities and people had to use it for recreational 
interests paid for by the taxpayer. The Olympic National Forest 
was a success because they generated huge amounts of old-growth 
timber from there, the books looked very nice at the end of the 
1980’s and now naturally we are having to deal with not only a re- 
source that has been almost destroyed in that particular area, but 
also areas that are going to cost untold millions and possibly bil- 
lions of dollars to restore to anything resembling the original habi- 
tat conditions. 

I think the outrage expressed in Dwyer’s decision is continued to 
be felt by the American public and what we continue to see in 
these kinds of confrontations in Congress that Mr. Davis described 
is, on the one side, environmentalists say clearly we have not 
logged sustainably in the nationeil forests, our resources have been 
degraded, we are paying the piper for it now, let us stay away from 
it for awhile. On the other side is not so much the timber industry 
but the construction industry, through their political arms in Con- 
gress, and I refer to the National Association of Homebuilders, the 
National Board of Realtors, and even the carpenters’ union, which 
continue to maintain that we need a continuous supply of com- 
modity two-by-fours from the national forests so we can have the 
American dream, so the homeowner will not be pen 2 dized by high 
construction costs, and so we can keep timber prices low. 

My own perspective is a little different. I got into the steel con- 
struction industry in 1993 because I was a little outraged by what 
I had seen in the national forests and because I thought there must 
be a more durable and more environmentally sensible way to build. 
Well there was a tremendous lumber price spike in 1994, timber 
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prices reached $500 a thousand, there was a tremendous amount 
of euphoria in our industry because we thought finally we are 
going to have a market. In fact, there was a tremendous amount 
of interest in steel at the time, our technology was still in its in- 
fancy, we had really only developed the engineering standards in 
1991, so we were tinkering with it, but in a lot of locations we were 
competitive with wood, even in that early stage pf the technology. 

What happened after the price spike of 1994 was that there 
began to be a tremendous importing of lumber from Canada, par- 
ticularly from old-growth forests in British Columbia find more re- 
cently from the northern prairie provinces such as Saskatchewan 
and Alberta. They make no pretense of logging sustainably up 
there. Approximately 70 percent of the lunmer that comes from 
Canada is from old-growth forests, as is the majority of the lumber 
that is now taken out of our own national forests. Homebuilders es- 
timate that about 40 percent of the lumber used in housing con- 
struction now comes from Canada. 

So what we have is a situation where environmentalists and 
pretty much a consensus of the American public have said maybe 
we do not need to cut old-growth forests any more, let us look at 
sustainably managed tree farms, let us look at more sensible ways 
of producing building materials, while at the same time we are con- 
tinuing to carry out these ravages. 

This situation can best be changed in two ways: One is, the For- 
est Service could lemtimately address the cost of logging, to include 
restoration costs, damage to the environment, and particularly 
whether these trees are in fact going to grow back in the long term. 
The evidence is that they are not going to in an economicafiy fea- 
sible way. A merchantable tree rotation in most areas of the na- 
tional forests, which tend to be steep and have short growing sea- 
sons and thin soils, is in the neighborhood of at least 60 years to 
produce a 12-inch diameter tree. The private sector would have dif- 
nculty justifying an investment that does not produce results for 60 
years because capital has to be tied up for this period. That is why 
private sector timber production tends to come now from the south- 
east and from tree farms in the northwest that are in more favor- 
able locations, that are in lower elevation and receive more rainfall 
and can produce timber on shorter rotations. 

If in fact, we cannot produce timber in the national forests that 
can compete in terms of commodity pricing with timber that is pro- 
duced in the private sector, then maybe we should not be doing it. 
To give you kind of a clear cut example, right now a 2 by 4 costs 
$2. This is 8 feet long, inch and a hmf by 3V2 inches. It supports 
16 inches of roof or wall space, however you want to interpret it. 
This is pretty tough competition and it is probably about the cheap- 
est structured material you can find anywhere in the world. 

This is one reason I have shifted my business to overseas mar- 
kets where light gauge steel competes very well with various forms 
of masonry, concrete, and brick production. Next week, I am meet- 
ing with the Giovemor of India, trying to negotiate to build 50,000 
houses in New Delhi for slum-dwellers. They believe we c£in com- 
pete effectively even with simple mud brick technology, both in 
terms of speed, effectiveness, and even hard costs. I do not think 
we could ao that in this country trying to compete with 2 by 4s. 
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It is against the law in India to build with wood, as it is in the 
Philippines. You cannot build with wood in most parts of Europe 
because the building codes consider it a fragile material, does not 
have the right floor deflection characteristics and it bums in a fire. 
So this addiction we have to wood construction that is perpetuated 
by national forest policy is maybe something we need to take an- 
other look at. 

Considering the cost of reforestation, long-term capital invest- 
ments, damage to the environment and putting a value on a tree 
and habitat, which currently is designated a value of zero by Forest 
Service accounting methods, maybe a 2 by 4 that comes from the 
national forest, particularly from an old-growth forest should cost 
$3 or $3.50. If that is the case and it cannot compete in the open 
market, then that is OK Either prices rise and alternative mate- 
rials begin to take market share or else it is not economical to take 
these trees out. 

But what has happened now, in effect, is that we have subsidized 
timber production from the national forests in order to produce a 
commodity to buttress the American constmction industry. Every 
time lumber prices spike, the home builders will all call up their 
Congressmen and say what are we going to do, people are being 
priced out of the market, builders are going crazy, how can we ai- 
ford this. The reality is that for a 2,000 square foot house, the con- 
struction costs are going to be about $100,000, a little higher in 
California, around $50 a square foot. Out of that cost, it is only 

f foing to be about $5 a square foot for the wood. So if you have a 
umber price spike, it will increase the price of a house about 
$2,000. This is not very much to the consumer, it is not going to 
price very many home buyers out of the market, the natural eco- 
nomic solution would be the home buyer will maybe use a little less 
wood or have a little smaller house. 

But the reason, in defense of the home builders, that they have 
made such a big issue out of this is a price spike which is unpre- 
dictable and which is effectively called by long-term timber short- 
age could effectively wipe out his profit. Home building is a very 
low margin competitive business in this country. If you suddenly 
add $2,000 on very short notice to the price of a house, another re- 
monal home builder or maybe even another contractor will go 
broke. As has continued to happen in California, the big guys will 
take over. We do not necessarily want to see this happen either. 
Stable commodity pricing for home building materials is the an- 
swer, but a free market and an unsubsidized market is even more 
the answer. 

Themk you. 

Mr. Horn. Well, we thank you, Mr. Roddy. 

[The prepared statement of Mr. Roddy follows:] 
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NATIONAL FORESTS ARE MANAGED FOR COMMODITY PRODUCTION 

• For the last five decades, National Forest management policy has 
emphasized low cost timber production. This has been achieved by a variety 
of subsidies, including purchaser road credits, below cost timber sales, and 
an accounting system that assigns zero value to both trees and wildlife. Even 
when timber bidders pay only for Federal administrative costs, deficits are 
common practice The Congressional Research Office verified a Forest 
Service budget deficit of $791 million for fiscal 1 996. 

• The political pressure for forest policy has come from the American 
construction industry, which is the biggest industry in the world and accounts 
for over 60% of our lumber consumption [RPA Timber Assessment Update, 
1993]. They have become trapped into continuing to support low lumber 
prices, as competing materials have had difficulty capturing market share. 
Wood products are used instead of more durable and abundant alternatives 
as a direct result of a variety of Federal subsidies 

• Secondary costs of Federal forest management are many times the USFS 
deficit. Landslides, destruction of fish and wildlife habitat, and loss of 
recreational opportunities as a result of industrial logging cost the American 
people untold billions of dollars. Future generations must also cope with 
degraded air and water quality and permanent simplification of ecosystems. 
These effects are well documented in a number of scientific studies. 

• Logging techniques mimic tree farming on more productive lower elevation 
private tree farms. National Forest land tends to be on steep slopes with 
short growing seasons and long recovery periods. It can take centuries to 
produce sawtimber comparable to what we now routinely clearcut on Federal 
Land, and many areas have problems regenerating at all. With the National 
Forest Management Act mandating sustained yield, this long term cost would 
be untenable for a private landowner. 

• Privately owned tree farms cannot meet sawtimber demand for housing, even 
if population remained stable. In spite of attempts to increase productivity 
through agricultural techniques, we still use approximately 35% old growth 
lumber in housing construction. This is a staggering amount of material, and 
complex ecosystems are being replaced by biologically simple tree farms, to 
the extent that forests are replaced at all. Replanting frequently fails in our 
National Forests, and is often not even attempted in Canada. 
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FEDERAL POLICY HAS DISTORTED BUILDING MATERIALS MARKETS 

• American homebuilding is now dominated by timber framing as a result of 
Government policy here and in Canada. Other materials cannot compete 
effectively against a commodity that enjoys a wide range of Federal 
subsidies, including access to cheap timber on Forest Service land. An eight 
foot two by four now costs slightly over $2, and supports 16” of wall space. 
This price does not reflect long term supply and demand, cost of production, 
or environmental damage. 

• In 1994, lumber prices spiked dramatically, and alternative materials such as 
steel and concrete began to attract wide interest. Soon afterward, lumber 
imports from Canada filled the gap, stabilizing and then lowering prices. 
Provincial and 'federal subsidies North of the border are similar to our own in 
providing timber from Government land at low stumpage prices and with a 
welter of related subsidies. Michael Mascall, a former World Bank economist, 
estimated subsidies in British Columbia alone to be in the neighborhood of $2 
billion annually. Lumber prices are now low enough to discourage investment 
in alternative materials except in niche markets such as Hawaii and coastal 
Florida, where wood cannot perform well. 

• Over 70% of imported lumber from Canada is estimated to come from old 
growth forests. Much of this material comes from ancient boreal forests in 
Northern Alberta and Saskatchewan, where growth is slow and logging 
practices are clearly unsustainable. Canadian wood now fills about 40% of 
our house framing needs. We have effectively exported environmental 
destruction, making a mockery of our stated wish to contain global warming 
and protect vanishing ecosystems. 

• Standard American housing technology is rarely competitive overseas, where 
wood is considered to be a fragile and inappropriate building material. 

• Reliance on wood as a basic building material has led to older 
neighborhoods becoming unaffordable to occupants who cannot do the 
constant maintenance required. In many cases, elderly residents must 
abandon the homes which were built in their lifetimes. If we instead used 
inert and durable structural materials, houses will last longer and 
neighborhoods will not become disposable commodities. 
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BENEFITS OF SHIFT FROM COMMODITY PRODUCTION TO ECOSYSTEM 
MANAGEMENT IN NATIONAL FORESTS 

• Only about 6% of framing lumber now originates from National Forests, often 
from below cost timber sales or as a Federal beneficiary in other forms. If 
these lands are allowed to recover, the marketplace will adjust. 

• The Canadian Government will need to join in this effort, and its people 
educated about the economic benefits of breaking a dependence on raw 
materials extraction. Political leaders must negotiate environmentally 
responsible trade agreements through the World Trade Organization, 
eliminating or reducing traffic in ancient forest products- or at least mandating 
sound forestry practices. Otherwise, domestic producers can justifiably point 
to unfair competition from countries with weak environmental laws. Sound 
science must stimulate courageous political leadership on both sides. 

• If positive steps are taken in Washington, scarce wilderness will be left for 
future generations, and air and water quality will improve. Afforestation will 
become an effective counter to global warming by increasing carbon 
sequestration. Western National Forests are ideally suited to this change, 
since they have been badly damaged by industrial logging and will need 
decades to recover. Private forests have already been almost entirely 
converted to short rotation commodity production. Public policy will match the 
environmental goals set in international conferences, as the American 
Government could show leadership on a key environmental issue. It has 
been estimated that deforestation accounts for half of the global carbon 
buildup since 1800. 

• American homebuilders will become less dependent on a single structural 
material, resulting in houses that can be designed to last for centuries instead 
of decades. NAHB has already taken positive steps to stimulate more modern 
technologies through PATH (President's Initiative to Advance Technology in 
Housing). Alternatives to wood framing such as steel are already close to 
being competitive with timber framing. With reduction of subsidies and 
elimination of artificial markets, better quality and more environmentally 
sensitive construction techniques will prevail in the marketplace. 

• If National Forest policy results in land management dictated by both biology 
and economics- as opposed to politics- homebuilders will ultimately benefit. 
More abundant and less vulnerable sourcing will result in price stability. 
Timber producers won't face the pressure of unsustainable production levels 
and public outrage. America will have better houses- and restored wilderness 
will allow us to again be called America the beautiful. 
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Mr. Horn. You raised a point that I meant to get on the record — 
the percentage. Is Mr. Stewart still here? 

Mr. Stewart. Yes. 

Mr. Horn. Do you know offhand what percent of the timber in 
the United States that is sold for lumber is represented by the For- 
est Sendee timber? I have been given a variety of figures as to the 
percent the Forest Service contributes to our production of timber 
annually. Do we have a figure? 

Mr. Stewart. I do not have it handy. I have seen a number and 
I am trying to think, something less than 10 percent now? 

Mr. Roddy. Yes, I have got that figure. 

Mr. Horn. I have heard 3 percent, so I am just curious. It is 6 
here, 3, and 10. 

Mr. Roddy. The figures that I have are that our lumber con- 
sumption, as opposed to overall wood products consumption which 
includes paper products, is about 60 billion board feet a year. Out 
of that, we import a little over a third from Canada. And ou'^ of 
that figure, as you mentioned, about 3 billion board feet comes 
from the Forest Service. It does not sound like a lot and it does not 
sound critical, but in the bigger picture it is needed to support low 
lumber prices because if it is taken out altogether without massive 
imports from Canada, then we achieve, in my opinion, a truer price 
structure. 

Mr. Horn. Well, our next presenter might well know. Mr. John 
Hofmann is vice president for government affairs of the California 
Forestry Association. You probably know of the timber produced in 
California which comes from the private sector, which comes from 
the State forests, if any, which comes from the national forests. 

Mr. Hofmann. I think it is probably more important to take a 
look at where you want to be, where we once were, than where we 
are today, because there is a lot of factors embedded into where we 
are today that distort the picture. 

If you want to look at 1950 when the Forest Service came up 
with a program, they had estimated by the year 2000, which is 
pretty close to where we are today, that the American people would 
need 100 million board feet of timber, they would consume that 
much. That is log scale. They determined that the national forest 
share of that ought to be 21 billion board feet. Now the amount of 
imports at that time was 1.8 billion and they decided that it was 
not appropriate to look to other countries, that it all ought to be 
produced right here in the United States, and then the private land 
owners then had the balance of that, the difference between the 
100 and the 21 billion. 

The Forest Service then was on a proCTam to grow 21 billion 
board feet so that they could sustainablv harvest that by the year 
2000. At the time, they were growing about 4.5 billion board feet. 
That really is the history of the Forest Service. All of their timber 
harvesting practices were geared to grow 21 billion board feet by 
the year 2000, and that direction was never changed and I think 
it is probably something that somebody ought to take a look at 
today, because instead of harvesting 21 billion, now that we are 
close to the year 2000, we are harvesting 3.8 billion, or I think last 
year, the figure was 3.3. The President’s proposal for last year was 
to sell 3.8 billion, but harvest I think was 3.3. 
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But on the other side of the equation, the Forest Service, before 
we continue kicking them real hard here, they accomplished their 
objective. They are today growing 22 billion board feet. And I guess 
I would submit that that is part of the problem we face in our na- 
tional forests, we are growing 22 billion every year and we are re- 
moving less than 4. I also might add that we are removing from 
foreign countries about 16 billion. So we could replace those im- 
ports, as Mr. Roddy has said, that is primarily from old growth in 
a lot of areas. We could replace that with home-grown timber from 
national forests at no detriment to the growth in the United States. 

Now the question then becomes — ^you change the question— do 
you really want to do that, and that is a whole different question. 
But if you do not want to remove 22 billion board feet, you ought 
not grow 22 billion and you ought to probably give a different direc- 
tion to the Forest Service to have them change their practices so 
that they are no longer increasing the density of our national for- 
ests, which contributes to and is the major cause of the fire out- 
bre^. 

So there is maybe a long history and answer to your question of 
where we are and where we could be. 

I guess I would like to maybe look at as we manage our national 
forests — ^you know, I agree primarily with things that have been 
said before, so I will be somewhat brief. 

At the back of my testimony is a chart and it shows that the tim- 
ber sale revenues have actually increased. Again, it is the way you 
look at the picture. The actu^ revenues have increased this dec- 
ade. However, the expenses have increased to a greater degree. 
That has produced a negative net return. The maybe somewhat 
shocking news was from the GAO report that showed that of the 
trust funds, and if those trust funds are typical of the rest of the 
management of the national forests, and I assume that they are, 
the overhead expenditures have doubled in some cases, salvage 
sale fund doubled. And that ought to be a cause for great alarm. 

In other words, what we have done is we have reduced the 
amount of ground activity, but we have not reduced at all the ac- 
tivities in relation to overhead. And in our re-invention of the For- 
est Service, which is supposed to be the model re-invention, we 
have failed to — we have cut the ground person and the ground ac- 
tivities, we have reduced the timber s^e program tremendously 
and all the other activities that it has funded over those years, as 
has been acknowledged here throughout this day, but we have not 
looked at, at least fundamentally or in a meaningful way, the 
method of reducing the overhead. You have got two choices. One 
is to reduce the overhead or to increase, once again, the activities 
that that overhead is designed to take care of. That is a decision 
that probably needs some further investigation. I might add that 
in some projects today, we have over 50 percent overhead charges. 

Now on one side of that equation then is the overhead and the 
cost to the Forest Service. On the other side of it, however, is the 
timber sale program itself. The timber sale program in the United 
States was at one time primarily a commodity output program. It 
is no longer that way and has not been that way for the last sev- 
eral years. It has changed now to primarily a non-commodity out- 
put, at least here in C^ifomia. In California, as the President had 
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indicated in his forest plans, at one time, just 10 percent was non- 
commodity. Today, or in 1996, in California, 53 percent of the tim- 
ber sale program was non-commodity. Now that is hard to generate 
enough dollars to pay for the overhead when it is a non-commodity. 

However, I think most Americans would be in support of a pro- 
gram that really looks at forest health and addresses what really 
ought to be removed from the national forests rather them what 
can we get out of the national forests at a profit. In fact, many 
have accused the Forest Service of removing only the high com- 
modity, the high value materia). Today, the timber sale program 
looks at what can we do for the good of the forest, but that is cost- 
ing the American taxpayers. Just like all other programs that look 
at what is the best in the long run are sometimes not the greatest 
economic return in the short run. 

I would maybe refer to a couple of laws that would need to be 
changed, if you feel that we ought to now manage for profitability. 
And that would be the Multiple Use Sustained Yield Act, the Na- 
tional Forest Management A^, each of which require the Federal 
Government, the Forest Service, to manage, not necessarily for the 
greatest dollar return but for the combination of goods and services 
that will meet the greatest needs of the American people. I think 
that probably most, even those that are very critical of a below-cost 
program, would be opposed to reversing those laws and managing 
our national forests for the ^eatest dollar return. 

I might then also turn quickly to recreational fee. In coming from 
a timber perspective, I simply would note that for many, many 
years, the timber sale program has supported the recreational pro- 
gram. We have built many of their roads that they use. In fact, 
probably — ^the Forest Service could probably give you the figures, 
but I would venture a guess that it must be at least 90 percent of 
the roads that the Forest Service has and is used by recreationists 
probably came from the timber sale program. 

Mr. Horn. When you say “we”, do you mean the private industry 
that is going in or do you mean the Forest Service buildbng the 
roads? My impression w£is the Forest Service built the roads. 

Mr. Hofmann. The Forest Service paid for the roads 

Mr. Horn. Right. 

Mr. Hofmann [continuing]. We built them as contractors. 

Mr. Horn. Oh, OK 

Mr. Hofmann. We did the work. 

Mr. Horn. But they paid for them. We, the taxpayers. 

Mr. Hofmann. Yes, yes, sir. You, the taxpayers paid for them be- 
cause they are an investment that you keep, and which the 
recreationists then are able to use. 

The point there is that when the — now, today we are no longer 
doing that. We also maintain those through the timber sale pro- 
gram — again, we, the timber sale program, we, the contractors, 
work for the government to maintain those roads and we simply no 
longer do that. We do not use enough of the roads to have an ade- 
quate maintenance program or to be an adequate service for the 
Forest Service to use to maintain those roads. Somebody else has 
to pick up that bill, and that recreational fee then is part of — al- 
though it has not come to maintenance of use, but that is part of 
the reason as we get into — ^we have to look where are the funds 
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going to come from. It is no longer going to come from the timber 
sale program to do the maintenance work, to do the trash collec- 
tion, to do whatever is necessary in terms of recreation. 

The caution that I would have in there is that as we turn to look 
where we cem get money from, are we going to also look at a below- 
cost program eventually? You know, in the past, we have recog- 
nized that recreation did not pay for itself, but as we try to make 
it pay for itself, will we eventually turn that around and say, “Gee, 
maybe they ought to be paying for themselves and into a below-cost 
situation.” We have had, as timber workers, some of our folks have 
complained that, “Gee, now I can no longer work in the woods, now 
I have to pay to even return to the woc^s, to use our national for- 
ests.” So there is a little bit of animosity there in some cases. 

Mr. Chairman, I want to emphasize that we are as concerned as 
anybody with the fiscally responsible management of our national 
forests. We think that the forests ought to be managed in environ- 
mentally sound ways and fiscally prudent and socially responsible. 

Thank you. 

[The prepared statement of Mr. Hofmann follows:] 
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Testimony of 

John Hofmann 
Vice President, Government Affairs 
July 7, 1998 

Subcommittee on Government Management, Information, and Technology 

Mr. Chairman, I am John Hofmaim, Vice President of Government Affairs for the California 
Forestry Association. The California Forestry Association (CFA) is a trade association, 
representing industrial forest landowners and producers of forest products. Our members 
produce nearly 70 percent of the forest products produced in California. Products include wood 
biomass used in energy production and a wide range of building materials, shipped all over the 
world. Our members depend upon trees grown from a combination of federal, private industrial 
and private non-industrial forest lands. CFA is dedicated to the assurance of an adequate and 
sustainable supply of forest products at an affordable cost while enhancing forest health and 
safety. 

The California Forestry Association is concerned with the rising costs reported by the Forest 
Service to manage national forests. Through recent years, as indicated in the attached chart, 
timber sale revenues have increased, but dramatic increases in timber sale expenses have reduced 
net revenues. Most troublesome is the alarming trends indicated by several off-budget trust 
funds recently reported by the General Accounting Office. The direct, on the ground 
expenditures declined dramatically for both Brush Disposal and K-V Funds during the past five 
years, but the expenses for overhead increased and the overhead costs for the Salvage Sale Trust 
Fund more than doubled during that period. Had the Administration controlled the overhead 
costs at the 1993 level, 25 percent more forest treatments would have been accomplished in 
1997. 

At the onset of this Administration, a new program was announced to reinvent the government, 
using the Forest Service as a model. The Administration, through the succeeding years, has 
reduced the Forest Service workforce by thousands of employees, primarily at the production 
level. Correspondingly, the goods and services flowing from the national forests have been 
drastically reduced. But the Administration has done little to reduce its overhead structure. 
Today, the overhead charges on many projects exceed 50%, making the projects themselves 
appear to be of questionable economical worth. 

Projects that do not return sufficient revenue to recover the governments invested costs are 
frequently labeled “below-cost” and are referred to as a subsidy. Subsidization is not determined 
by whether the federal government recovers its costs. The Multiple Use-Sustained Yield Act and 
the National Forest Management Act requires the Forest Service to manage “the national forests 
so that they are utilized in the combination that will best meet the needs of the American people;- 
— and not necessarily the combination of uses that will give the greatest dollar return or the 
greatest unit output” and “only where-the harvesting system to be used is not selected primarily 
because it will give the greatest dollar return.” Most Americans, including those that support the 
elimination of below-cost timber sales, would oppose any effort to manage strictly by the 
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greatest dollar return. Americans do support projects that are environmentally sound, fiscally 
prudent and socially responsible. 

Forest Service projects can be visualized by a set of balance scales. On one side of the scales is 
the cost incurred by the government to complete the project. Such costs include biological 
evaluations, environmental assessments, appeals and litigation. Government costs must be 
balanced on the other side of the scale with revenue. Revenue is a factor of the product market 
value minus the costs to produce the goods or services. It is disingenuous of individuals - vho 
expend their energies to increase the costs to the federal government, and/or to reduce tlie 
revenue, the result of which is to produce below-cost projects, and then call for the elimination of 
below-cost projects. 

The timber sale program in the past few years has shifted from primarily commodity production 
to one of forest health treatments for the benefit of wildfire risk reduction, eliminating pests, and 
improving fish and wildlife habitat. As the President’s forest plans indicate, traditionally 10 
percent of the timber sales program was non-commercial wood. By 1996, 53% of the wood 
removed through the timber sale program in California was non-commercial. This is nothing 
new to the Southern California national forests that have offered primarily non-commercial wood 
sales historically, and consequently have always been below-cost forests in relation to the timber 
sales program. Opponents to forest management seek to make all national forests fiscally 
equivalent to the Southern California Forests through a drastically reduced limber sale program 
that now bears the expenses of removing primarily non-commercial wood along with high 
overhead expenses. Forest Health treaments will not always return short-term profits, but they 
will reduce future tax payer expenses for fewer listings under the Endangered Species Act and 
fewer forest fires. Elimination of below-cost timber sales would severely impact Southern 
California Forests. 

Recreational use of the national forests appears headed down the same road as timber sales have 
traveled. The Forest Service budget proposal requests 20% more funding for recreational use 
than for timber sales management, yet revenues from recreation are less than 10% of timber sales 
receipt. The Forest Service demonstration recreational fee is an attempt to recover some of the 
costs. For the people in forest communities that were forced to leave employment in the woods, 
they must now pay to return. Assuming the demonstration proves unsuccessful in raising 
sufficient revenues to cover the recreation-related activities, do we eliminate below-cost 
recreation? 

Do we really want to apply a “below-cost” standard to national forest activities? 

Forest scientists acknowledge the greatest threat to our national forests is the risk of catastrophic 
fire due to fact they contain too many trees and many are the wrong species. The California 
Forestry Association has Joined with the Wilderness Society and other environmental 
organizations for the past 5 years to encourage increased funding for hazardous fUels reduction. 
These funds are used to reduce fuel loading that consists of brush, down woody debris and trees 
that would have never grown without fire suppression. Use of these funds will likely never 
return a direct monetary profit to the Forest Service. However, like modem timber sales, the 



157 


objective is to protect & enhance water quality, wildlife habitat, recreational areas, and forest 
resources by reducing the risk of wildfire. 

The Forest Service must provide fiscally responsible management. Not until accurate fiscal 
reporting is achieved will local decision makers be able to reduce costly overhead burdens and 
propose cost-effective projects. Our national forests need active management through forest 
health treatments that are environmentally sound, fiscally prudent and socially responsible. 
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NATIONAL FOREST TIMBER SALE 
REVENUES & EXPENSES 

1990-1996 



FY 1990 FY1991 FY 1992 FY1993 FY 1994 FY 1995 FY1996 


I Timber Sale Revenue ($/MBF) 
i j Timber Sale Expense ($/MBF) 

I Net Timber Sale Revenue ($/MBF) 

Source: USDA Forest Service Timber Sale Program Information Rq)orung System (TSPERS) 
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Mr. Horn. We thank you, Mr. Hofmann, thank you for coming 
here. Where are you based, in Sacramento? 

Mr. Hofmann. Based in Sacramento, but I might add that I grew 
up not far from here, in Santa Ana. I thought it was interesting, 
I spent some time in Mr. Davis’ district as well. Now I am just in 
your sister State north of the Tehachapis. 

Mr. Horn. I remember, I grew up in northern California, I live 
in southern California. I remember 10 years ago I was going up to 
make a speech, this was before I ever got to Congress, and I get 
off the plane in San Francisco, and a lady I have never seen in my 
life comes up to me and she said you are stealing our water, you 
know. They are very sensitive north of the Tehachapis, is what 
that boils down to. I said, “Lady, I have got a ranch in San 
Bernardino County.” We do not want that county discovered, by the 
way, so pretend I have not mentioned it. People are moving there 
unfortunately. 

But anyhow, let us get on then with Mr. Corcoran, Bill Corcoran 
is the Public Lands Assistant for the Sierra Club. 

Mr. Corcoran. Thank you, Mr. Chairman. I work for the Ange- 
les Chapter of the Sierra Club, which represents Los Angeles and 
Orange Counties. It has 50,000 members. I appreciate the oppor- 
tunity to do this and appreciate your courage in entering the ar- 
cane mysteries of the Forest Service budget. 

I want to speak about the management of one forest in particular 
today, and that is Sequoia National Forest. The Angeles Chapter 
has adopted it as its backyard Sierra Nevada forest and I think it 
is one familiar to many of your constituents. There are a lot of folks 
in southern California whose first backpacking trip, first walk 
among the sequoia trees takes place on Sequoia National Forest. I 
also think it represents a lot of the problems engendered by an 
unneeded timber program, specifically in the Sierra Nevada. It is 
easily accessible from both southern California and the fast grow- 
ing region of San Joaquin Valley, specifically Bakersfield. There 
are large and growing demands for recreational opportunities on 
the Sequoia. 'ITie congressionally requested Sierra Nevada eco- 
system project found that more folks visit Sequoia National Forest 
than do Kings Canyon and Sequoia National Parks. The forest also 
shelters watersheds critical to the California economy, including 
the Kem River. 

Unfortunately, Sequoia National Forest, because of budget incen- 
tives and because of policies of Congress, have long pursued timber 
cuts that are devastating to the long-term viability of the Sequoia 
National Forest. Having met with the supervisor and some of the 
staff, I understand that it is not that some of the Sequoia staff do 
not know what should be stopped and what should be done for the 
best interests of the health of the forest, but it is really a question 
of their budget’s reliance on timber revenues. Each year. Sequoia 
National Forest prepares a number of timber sales at great ex- 
pense. This is a heavy appeal forest and that is in part because it 
has very steep slopes. Most of the timber is gone and there are a 
large number of fur-bearing mammals whose long-term survival is 
in question. That has created a lot of difficulties and a lot of ex- 
pense for the forest in trying to find timber to cut on the Sequoia. 
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Very often the sales are withdrawn or tinkered with or folded 
into other sales and come back again. We look at them again, they 
look at them again, and very often they are withdrawn or there are 
no bidders. So I think that is one very large expense that the For- 
est Service incurs every year on Sequoia National Forest, just in 
the sales planning alone. 

Now I had a figure in here from the Wilderness Society on the 
loss of Sequoia National Forest in fiscal yesur 1996. The Wilderness 
Society reports a return of 63 cents on the dollar. Randal OToole 
quickly pointed out to me before the hearing that in fact, if one 
looks at the K-V funds and other funds that are retained by Se- 
quoia National Forest, it is actually 33 cents on the dollar for the 
timber program on Sequoia Nation^ Forest. This has been a peren- 
nial money loser, this has gone on for probably 15 years at least. 

What I want to look at today is whether reforming the Forest 
Service budget would be enough. And I would ar^e that it will not 
be. For example, K-V funds are a deservedly criticized component 
of the Forest Service budget and we have heard great testimony I 
think from Mr. OToole and Mr. Stahl regarding that. 

But what if we were to return the K-V funds to Sequoia for re- 
forestation? Would it help? I would say it will not because the re- 
forestation of Sequoia is a flat out disaster. The Sacramento Bee 
reported in 1991 that less than 20 percent of the acreage replanted 
on Sequoia between 1976 and 1986 was certified as successfully re- 
stocked. The key word here is certified. When you ask the Forest 
Service what has been reforested, ask them what has been certified 
as reforested. Sequoia National Forest has a terrible record of this. 

Mr. Horn. What would be the definition, if you had certified as 
reforested, is that simply planting or is that a degree of growth 
over a certain time period? 

Mr. Corcoran. My understanding is it is a degree of growth over 
time because they have gone to sites where they have cut and they 
have replanted two or three times and they cannot list those as 
certified reforesting. They can say we reforested, we reforested this 
many acres, and you will hear that figure a lot. But the one to ask 
about is what is certified. 

Randal OToole has cited Sequoia as an extreme example of 
failed reforestation with a routine reforestation budget that in 1991 
he estimated at $1,300 an acre, three to five times the amount of 
many national forests, and up to $2,000 an acre for reforestation. 

I just want to point out, this is the southern-most Sierra Nevada 
forest, it is semi-arid, it has hot summers, has very steep slopes, 
it is a forest that does not heal very well. It is one that has been 
cut very, very hard. 

So the basic question in my mind is not whether K-V funds are 
abused, it is does reforestation work, how do we define work? Is re- 
forestation biologically desirable? Is logging the highest use of our 
increasingly scarce wild lands? Does reforestation protect other im- 
portant values and resources? What I hear from my members is 
these are the kind of questions that they expect their elected offi- 
cials to consider and decide upon. 

For example, another problem we confront on Sequoia National 
Forest is fire. Fire is becoming the rationale for logging on Sequoia 
National Forest. There are plans to create things called defensible 
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fuel profile zones, or DFPZs. And we are seeing these proposed for 
the Quincy Project and we are seeing it also on the Sequoia. An- 
other meaning for that may be defensible funding personnel zones, 
because I think what they are doing is looking for trees to cut, to 
keep their staff working. I appreciate the pressures that they con- 
front day to day, looking at folks who might be out of work, but 
really we are there to protect the long-term health of the forest. My 
fear is that under the guise of forest protection, we are opening up 
another sad chapter in commercial timber cutting on Sequoia Na- 
tional Forest. 

I wonder what the real costs of the commercial timber program 
are, to followup on Mr. Roddy’s comments. You know, what are the 
long-term costs in an area that is cut, fails to reforest, and remains 
an eroded brush-covered lot instead of the habitat and watershed 
that it once was. We do not know because we do not know what 
the costs are for that, they are not monitored. What are the de- 
ferred costs in increased risk of fire due to poor timber practices 
smd an overkill approach to forest fire that costs billions? What are 
the costs to recreationists who wander past the beauty strips and 
into the back country only to look over vistas pocked by clear cuts? 
Again, we do not know, though now the Forest Service is eager to 
market-value recreational experiences on those forests where it has 
recreation fee demonstration projects. 

When Congress passed the National Forest Management Act in 
1976, it directed the Forest Service to identify lands not suited for 
timber production, considering physical, economic and other perti- 
nent factors. How can the Forest Service fulfill this mandate with- 
out a credible, transparent method for identif 3 dng uneconomic 
lands? It cannot, so it does not. 

The National Forest Memagement Act also requires an annual re- 
port, in which, among other things, the Forest Service is directed 
to track representative sample sale costs, including an identifica- 
tion on a representative sample basis of below-cost sales. It has 
been veiy frustrating to see this part of the National Forest Man- 
agement Act ignored. I would ask that your subcommittee look into 
various ways in which the Forest Service has failed to comply with 
reporting requirements of the National Forest Management Act, 
and to seek remedy for nomcompliance. Citizens and their govern- 
ment need these required reports. 

So I would ask that we think about how much money would be 
saved if Sequoia National Forest could step out from under the tyr- 
anny of a budget driven by timber money. This simply should be 
a recreation forest; it is not an appropriate place to run a commer- 
cial timber program. They cannot even pay their minimal agency 
costs out of their timber program. Expensive planning, appeals and 
litigation could be set aside. So what I am thinking is, why do we 
not have a demonstration project in which we remove all Sequoia 
National Forest from the timber base? It would be an opportunity 
to experiment with alternate ways to fund our forest reserve sys- 
tem, which has become an integral part of American culture and 
which is a public good worthy of public financing. 

I appreciate the comments about profitability and incentives, but 
I think it is also very important to think about the long-term cul- 
tural history of the national forests and their place in the American 
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culture. Sometimes our Government decides that something is a 
public good and that it needs to be protected and that it is acces- 
sible to everyone, regardless of their economic situation. I myself 
have had some pretty rough times as a kid, and we used the na- 
tional forest because we could. 

So while it is critically important to analyze the Forest Service 
budget and its perverse incentive shoddy bookkeeping and a pro- 
liferation of budgetary back alleys, it should be done as a part of 
an effort to develop a coherent policy for our national forests. And 
that I think rests with Congress. Maybe that would be a policy that 
a rational budget would implement. 

I appreciate your time and the opportunity to speak. 

Mr. Horn. Well, we thank you for coming. I had the same experi- 
ence you had as a boy, between a State forest and a national forest, 
things were free, the Depression was on, we ate beans. But we at 
least enjoyed life, going visiting the national forests and the State 
forests. 

Our next presenter is Mr. Adam Berger, the staff attorney for 
Earthjustice Legal Defense Fund. Mr. Berger. 

[The prepared statement of Mr. Corcoran follows:] 
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Statement of Bill Corcoran, Public Lands Conservation Assistant for the Angeles Chapter of the 
Sierra Club before the Subcommittee on Government Management, Information, and 
Technology on “Oversight of the Management Practices at the U.S. Forest Service" 

Bellflovver, California July 7, 1998 

The Angeles Chapter thanks Chairman Horn and the Subcommittee for holding these hearings. 
Bringing sunshine to the Forest Service budget mysteries will enable citizens, members of 
Congress, and the Forest Service itself to make better informed decisions about the management 
of a forest reserve system that despite decades of overlogging is still the finest such system in the 
world, 

I want to speak about the management of one forest in particular. Sequoia National Forest, that is 
familiar to many of Mr. Horn’s constituents and which is representative of the problems 
engendered by an unneeded timber program. 

Sequoia National Forest is the southern-most Sierra Nevada National Forest. It is easily 
accessible from both southern California and the fast-growing region of Bakersfield. Sequoia 
National Forest is emblematic of the challenges that confront the Forest Service. There is a large 
and growing demand for recreational opportunities on the Sequoia-the Sierra Nevada Ecosystem 
Project reports that more people visit Sequoia National Forest than visit Kings Canyon and 
Sequoia National Parks. The forest also shelters watersheds critical to the California economy. 
Yet because of the perverse incentives of the Forest Service budget and because of a divided 
Congress, both in this session and in previous ones, the Sequoia National Forest has long 
pursued timber cuts that are devastating to the long-term viability of the forest. 

It’s not that some of Sequoia’s staff don’t know what needs to be done and what needs to be 
stopped. It's a question of conforming to Congress’s desires for timber cutting and to their own 
budget’s reliance on timber revenues. Each year Sequoia NF prepares timber sales at great 
expense. Then the sales are reviewed through NEPA and are usually found to be unacceptably 
damaging to watersheds, wildlife, and recreational opportunities. At that point, many sales are 
withdrawn and later are combined with other sales or otherwise tinkered with and offered again. 
Once again at great expense. Often, sales are withdrawn because there are no bidders. Cuts in 
timber volume that have been absolutely necessary for even minimal protection of key species 
have reduced the timber base, which has been cherry-picked over the decades and which was 
severely depleted in the great forest massacre of the 1960s, 1970s and 1980s. According to the 
Wilderness Society, in FY 1996 Sequoia National Forest returned only 63 cents on the dollar for 
its commercial timber program. Sequoia National Forest is a perennial money loser whose 
timber program simply cannot cover even minimal agency costs. 

Will reforming the Forest Service budget be enough? No. 

For example, K-V funds are a deservedly criticized component of the Forest Service budget. 
Setting aside the criticism of K-V as a perverse incentive, however, let’s look at the criticism 
that it is inappropriate for K-V funds to be used for items other than re-forestation, habitat 
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improvement, etc. On the Sequoia returning K-V funds to re-forestation won’t help. Why? 
Because the re-forestation of Sequoia is a flat-out disaster. The Sacramento Bee reported that 
less than 20% of the acreage replanted on Sequoia between 1976 and 1986 was certified as 
successfully restocked. Randal O’Toole has cited Sequoia as an extreme example of failed 
reforestation, with a routine reforestation budget that spends an average of $1 ,300 an acre-three 
to five times as much as many other national forests. The steep slopes, hot summers, and semi- 
arid conditions make this a forest that heals, if at all, only very, very slowly. 

In fact, the basic question is not whether K-V funds are abused. The question is does re- 
forestation work? And how do we define “work”? Is reforestation biologically desirable? Is it 
the highest use of our increasingly scarce wild lands? Does it protect other imponant values and 
resources? These are, perhaps, the kinds of questions that citizens expect their elected officials to 
consider and decide upon. 

What are the real costs of the commercial timber program? We don’t know. What are the long- 
term costs of an area that is cut, fails to reforest, and remains an eroded, brush-covered lot 
instead of the valuable habitat and watershed that it once was? We don’t know because those 
costs aren’t monitored. What are the deferred cost in increased risk of fire due to poor timber 
practices and an overkill approach to forest fire that costs billions? What are the costs to 
recreationists who wander past the beauty strips and into the back country only to look over 
vistas pocked by clear cuts? We don’t know. Yet the Forest Service is eager to market value 
recreational experiences on those forests where it has recreation fee demonstration projects. 

When Congress passed the National Forest Management Act in 1976, it directed the Forest 
Service to identify lands not suited for timber production, considering physical, economic, and 
other pertinent factors. How can the Forest Service fulfill this mandate without a credible, 
transparent method for identifying uneconomic lands? It cannot, so it does not. 

The NFMA also requires an annual report in which, among other items, the Forest Service is 
directed to track representative sample sale costs, including an identification on a representative 
sample basis of below-cost sales. It has been very fhistrating to see this part of NFMA ignored. 

I ask that your subcommittee look into the various ways in which the Forest Service has failed to 
comply with the reporting requirements of the National Forest Management Act and to seek 
remedy for non-compliance. Citizens and their government need these required reports. 

The broken Forest Service budget reflects a broken national policy on our National Forests. The 
best timber is gone, a huge and costly road network needs to be maintained or ripped out, and the 
incredible expense and complexity of trying to find commercial timber, plan a cut, review the 
impacts on the environment, and attempt to mitigate those impacts alt are elements that tell us 
that this particular joy ride is over. 

Yet every summer. Sequoia National Forest will cut more trees that the forest can’t afford to lose 
and that taxpayers can’t afford to keep losing money on. All to keep a broken system limping 
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along. Without demonizing the Forest Service, it is time for Americans to have a full and open 
accounting of what is being done to their forests and to what purpose. The Sierra Club believes 
that they do not support the degradation of a national treasure in order to keep a bureaucracy 
afloat. 

Our members voted to support the end of commercial timber cutting on our National Forests 
after considering the decades-long struggle that citizens have engaged in to proteet our forests. 
That vote is sometimes characterized as an expression of extremism. That would be a 
comfortable way for some to characterize it. More accurately, however, it should be seen as an 
expression of incredulity at and frustration with the failure of their elected officials to honestly 
and objectively review the timber cutting program and to understand the depth of our desire to 
see these forests protected and handed on intact to the next generation. 

Imagine how much money would be saved if Sequoia National Forest could step out from under 
the tyrarmy of a budget driven by timber money. Expensive planning, appeals, and litigation 
could be set aside. Staff resources would be freed up to manage the resource in a way that sen'es 
citizens’ needs for recreation and clean water. Why not have a demonstration project which 
removes all of Sequoia National Forest from the timber base? It would be an opportunity to 
experiment with alternate ways to fund our forest reserve system, which has become an integral 
part of American culture and which is a public good worthy of public financing. 

While it is important to analyze the Forest Service budget and end perverse incentives, shoddy 
bookkeeping, and a proliferation of budgetary back alleys, it should be done as part of an effort 
to develop a coherent policy for our national forests-a policy that a rational budget would 
implement. 

Thank you for this opportunity to appear before you. 
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Mr. Berger. Thank you, Mr. Chairman. I represent Forest Serv- 
ice employees for environmental ethics in their lawsuits chal- 
lenging Forest Service use, we would say misuse, of the Knutson- 
VEmdenberg, or K-V Fund. We have essentially raised two issues 
in that lawsuit, in those lawsuits, that I would like to touch on 
today. One is the allocation of K-V trust funds to overhead ex- 
penses of the Forest Service. The second is the agency’s failure to 
collect those deposits from timber purchasers in addition to the 
payments from the timber. 

Turning first to the overhead issue, the allocation of K-V funds 
to overhead expenses has several consequences. One is the con- 
tribution to the incentive structure that Mr. O’Toole already dis- 
cussed. Another is a direct reduction in the amount of money avail- 
able for on-the-ground reforestation and restoration of cut-over 
areas. And virtually every national forest has a backlog of reforest- 
ation, timber stand improvement, and other renewable resource 
projects. A third consequence is that it undermines larger efforts 
to control the overhead budget and size of the Forest Service bu- 
reaucracy as a whole. 

As Mr. Stahl told you, the plain language of the K-V Act sets 
forth the activities on which K-V funds may be spent. That is, re- 
planting, control of competing vegetation, timber stand improve- 
ment and restoration or improvement of other renewable resources 
such as watershed, recreation, and wildlife habitat. Overhead is not 
authorized an 3 rwhere in the lan^age of the K-V Act. 

Now the Forest Service and the Department of Justice have 
seized upon the phrase “cost to the United States” in the language 
of the K-V Act to justify the expenditures on overhead. But exam- 
ination of the legislative context surrounding passage of the K-V 
Act in 1930 makes it clear that that phrase does not authorize ex- 
penditures on overhead costs. First, there were several other stat- 
utes in existence at that time that authorized Federal agencies to 
recover costs of providing activities either to their sister agencies 
or to outside parties. The Treasury Department and the Comp- 
troller General had consistently held in a series of decisions ex- 
tending from 1906 up through 1930 that those statutes did not au- 
thorize recovery of overhead costs, because overhead costs were al- 
ready funded by the £innual appropriations to the agencies. If Con- 
gress had meant for the K-V Act to be interpreted differently thsui 
those other cost-recovery statutes, it is reasonable to assume it 
would have done so. 

Second, if you look at the appropriations laws in effect at the 
time of the K-V Act’s enactment and for decades afterwards, there 
were specific line item appropriations for the general administra- 
tion costs of the Forest Service, at both the national and the local 
level, and these appropriations specifically covered items like sala- 
ries, rents, utilities, and equipment, all of the costs that are now 
being funded by the K-V Act overhead allocation. In fact, as Mr. 
Stahl said, today the Forest Service receives a specific line item ap- 
propriation for general administration. Again, if Congress had 
meant to augment those annual appropriations through an allot- 
ment from the K-V Act, it is reasonable to expect it would have 
done so. In fact, early Forest Service application of the K-V Act 
confirms this point. 
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When the K-V Act was first adopted, the Forest Service did not 
allot any of that money to overhead expenses. It did not do that 
for over a decade until the 1940’s when the growth of the K-V 
Fund had gotten so large that it provided basically an irresistible 
opportunity to the agency to help fund its burgeoning bureaucracy. 
You can also go back earlier to the predecessor of the K-V Act, the 
1916 Brush Disposal Act, which authorized the Forest Service to 
charge timber purchasers a premium for the costs to the United 
States of removing brush and slash left from logging operations. 
And at the time that that act was adopted, the Forest Service spe- 
cifically said it was not going to charge those funds for overhead 
because that money, the costs of overhead, were already appro- 
priated by Congress. Over the past 70 years, their position has 
clearly changed, but that was the understanding when Congress 
adopted those laws. 

The Forest Service has attempted to justify the allocation of over- 
head expenses to the K-V Fund by the necessary expense doctrine. 
I would just like to touch briefly on that. The necessary expense 
doctrine has three prongs. It requires that expenditure of moneys 
for that expense not be prohibited by any other law, not be pro- 
vided for by any other law, and contribute directly to the achieve- 
ment of the purpose of the fund from which the money is being 
taken. Expenditure of K-V funds on overhead does not meet any 
of those criteria. First of all, the K-V Act itself prohibits expendi- 
ture of the funds on overhead because it gives an exclusive list of 
the on-the-ground activities on which money can be spent. Second, 
overhead expenses, as we said, are provided for by the annual ap- 
propriations. Third, the types of expenses funded by the overhead 
allocation, the salaries of officials in the Washington, DC office, in- 
cluding the Chief Forester and deputy foresters, the sedaries of re- 
monal foresters, the budgets of the public affairs and legislative af- 
fairs offices, £uid other similar expenditures, do not contribute at 
all to reforestation and post-logging restoration activities, let alone 
contribute directly. 

Moving just briefly to the second part of the lawsuit, the K-V Act 
says specifically that K-V deposits are to be collected in addition 
to the payments for the timber. The reason Congress wrote the law 
that way is to ensure that returns to the U.S. Treasury from tim- 
ber sales would not be reduced by collection of the reforestation 
and restoration funds. The Forest Service now does not collect K- 
V deposits in addition to the payments for the timber, rather it 
simply deducts that money from the payments for the timber, 
which has had a couple of adverse consequences. One, it manifestly 
has reduced returns to the Treasu^ from the timber receipts. Sec- 
ond, it has allowed the Forest Service to sell numerous timber sales 
for less than the full reforestation and post-logging restoration 
costs. So in some instances, they are collecting — the Forest Service 
is retaining in fact too much money; in other instances, it is not 
collecting enough money in the first place. 

Finally, I would like to add that this is just a brief overview of 
the legal arguments underlying our claims regarding Forest Serv- 
ice management of the act. I would ask for leave to submit our 
briefs as a part of the record to have a complete set of the legal 
pleadings in the case, to accompany the Government’s briefs. 
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Mr. Horn. Delighted to have that, and without objection this will 
be put in the record at this point. 

[Note. — The information referred to is retained in subcommittee 
files.] 

Mr. Horn. In your search for preparing those briefs, did you go 
through all of the emnual hearings on appropriations of the Agri- 
culture Committee for most of that period I would think, and to see 
if anybody brought up this overhead question with the Knutson- 
VEmdenberg bill? 

Mr. Berger. We have not gone through all of the hearings un- 
derlying the appropriations act, in part because legislative lustory 
is very difficult to obtain from that period of time. We have looked 
at all the hearings underlying adoption of the principal acts, the 
K-V Act and the Brush Disposal Act preceding it. The legislative 
history and the hearings underlying the K-V Act were very brief, 
particularly with respect to this particular section of the K-V Act, 
which authorized timber purchaser deposits. There were two other 
sections of the K-V Act just dealing with appropriated funding for 
reforestation that received far more attention. In the 1930’s, it was 
anticipated that the timber purchaser funded portion was going to 
be relatively small. There was no discussion of overhead at that 
time; however, as I said, in the hearings on the Brush Disposal Act 
which provided the model for the K-V Act, there was a brief dis- 
cussion of overhead, at which the Forest Service stated that the 
funds would not be used for that purpose because they already re- 
ceived appropriations for that purpose. 

Mr. Horn. Well, you might set a summer intern or something, 
whatever volunteer help you have, loose in the House Library. 
Hardly anybody knows the House has a library, but it does and it 
is pretty good on hearing records in this century. So you might 
take a look at it. 

Mr. Berger. We will do that, thank you. 

Mr. Horn. Does that complete your statement? 

Mr. Berger. Yes, it does. 

Mr. Horn. It was very helpful. I appreciate those citations there. 

We now ask Mr. Alasdair Coyne, conservation director of Keep 
the Sespe Wild. Mr. Coyne, glad to have you here. 

[The prepared statement of Mr. Berger follows:] 
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TESTIMOn OF ADAM BERGER^ STATE ATTOREET 
BARTHJUSTICB LEOAl. DEFENSE FUND 

Before the Subcommittee on Government Management , 
Information, and Technology of the 
House Committee on Government Reform and Oversight 
Hearing oi. Forest Service Manage.nent Practices 
July 7, 1998, in Bellflower, California 

Mr, Chairman and members of the subcommittee, thank you for 
this opportunity. 

The Earthjustice Legal Defense Fund represents the Forest 
Service Employees for Environmental Ethics (FSEEE) in three 
federal court lawsuits challenging Forest Service misuse of 
reforestation trust funds authorized under the Knutson- 
Vandenberg Act, 16 U.S.C. S 576b, for general overhead and 
administrative expenses. These lawsuits are pending in the 
federal district courts for the Northern District of California, 
the Eastern District of Tennessee, and the District of 
Minnesota, with argument and decision anticipated in the lead 
California case within the next couple of months. 

These lawsuits concern primarily two issues: first, the 
unlawful use by the Forest Service of K-V funds for general 
administration and overhead; and second, the Forest Service's 
failure to collect K-V funds in addition to. rather than as part 
of, the payments for timber. The Forest Service has used these 
unlawful practices to sustain the agency's middle and upper- 
level bureaucracy at the expense of the long-term health and 
productivity of the forests and the public fisc. 

Before addressing the lawfulness of the Forest Service 
practices, I would like to echo Mr. Stahl's comments regarding 
the recent adoption by the House Appropriations Committee of a 
rider authorizing the Forest Service to spend up to 25 percent 
of Knutson-Vandenberg (K-V) funds on overhead expenses. This 
legislation would divert needed money from on-the-ground 
reforestation and sale area cleanup, grant official imprimatur 
to an unlawful practice without full and careful consideration 
of the consequences for the forests and the taxpayers, and 
needlessly and prematurely interfere with orderly judicial 
review of Forest Service activities . I commend Chairman Horn 
for opposing this hasty and misguided response to an important 
public policy issue. 
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Onlavful Diversion of K-v Funds no Overhead 

Congress adopted the K-V Act in 1930 to ensure the 
availability of funds for post-logging replanting and timber 
stand improvement in cut-over areas of the national forests. In 
197£, Congress amended the law to add improvements to other sale 
area renewable resources, such as watersheds, recreation, and 
wildlife habitat, as authorized uses of the K-V funds. The K-V 
Act specifically enumerates the purposes on which K-V fimds may 
be spent and requires that those monies be spent in the timber 
sale area from which they were collected. Diversion of these 
funds to overhead expenses in the regional and Washington, D.C. 
offices of the Forest Service, hundreds or thousands of miles 
away from the sale area, violates the plain language of the K-V 
Act . 


Application of the K-V funds to general administrative 
expenses also violates the mutual understanding of the Forest 
Service and Congress when the K-V Act was adopted. The K-V Act 
was patterned on the 1916 Brush Disposal Act, which authorized 
the Forest Service to collect deposits from timber purchasers to 
pay the cost of disposing of brush and other debris after 
logging. See State of Alabama v. Uni ted States . 461 F.2d 1324, 
1329 (Ct. Cl. 1972) (Brush Disposal Act and K-V Act should be 
construed in pari materia) ; see also R.Y. Stuart, Memorandum to 
acconpany Report of S. 3531 (Feb. 26, 1930) (appended to S. Rep. 
No. 375 at 4, 7lat Cong. 2d Sess. (1930)), During Congressional 
hearings on the Brush Disposal Act, Congressman Haugen aB)ced 
whether the deposits collected would include overhead charges. 
Hearings on Agriculture Appropriation Bill H.R. 12717, 64th 
Cong., 1st Sess. 764 (1916). Mr. Greeley, the Assistant 
Forester of the Forest Service responded, “He do not think there 
will be any overhead charges. We have supervising officers on 
the job now." Id- Although no similar colloquy occurred during 
consideration of the K-V Act, it is worth noting that 
Congressman Haugen was the Chair of the House Committee on 
Agriculture when the K-V Act subsequently was enacted. 

Mr. Greeley’s response was perfectly consistent with the 
prevailing interpretation of other statutes authorizing cost- 
recovery by the government at that time. Throughout the first 
three decades of this century, the Department of the Treasury 
and the Comptroller General consistently interpreted an 1896 law 
authorizing agencies to recover the costs of selling surplus 
goods from the sale receipts to exclude general administration 
and all other costs not directly associated with the particular 
sale in question. The reasoning was that the agencies would 
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incur the costs of salaries, rent, equipment, and other expenses 
of general administration regardless of the sale. Therefore, no 
portion of the those expenses could lawfully be charged to the 
sale . 


Similarly, in a long line of decisions extending through 
1930, the Comptroller General held that laws authorizing one 
agency to recover the cost of work performed for another agency 
did not allow the performing agency to recover the salaries of 
the assigned personnel, let alone any overhead charges. Again, 
the reasoning was that the performing agency would incur those 
costs in any event and must pay them from its appropriated 
funds. It was not until Congress adopted the Sconomy Act in 
1932 specifically to address this issue that agencies could 
recover the salaries of loaned-out employees, and it was not 
until 1942 that the Comptroller General decided that Congress 
intended to authorize recovery of directly related overhead 
expenses as well. Thus, the common understanding in 1930, when 
Congress enacted the K-V Act. was Chat cost recovery authorized 
recouping only of direct project costs. 

This understanding is bolstered by review of the 
appropriations acts at the time of enactment of the Brush 
Disposal and K-V Acts. From at least the 1910s through 1950, 
the Forest Service appropriations bills consistently included 
separate line items for general administration expenses at the 
Washington, D.C. and forest (or regional) levels. Many of these 
acts also included specific appropriations for the salaries of 
all Forest Service personnel and the equipment and services now 
charged to overhead. There is absolutely no indication that 
Congress intended to authorize the Forest Service to augment 
these specific appropriations with additional monies from the K- 
V and brush disposal trust funds. Rather, it is clear that 
Congress merely approved recovery of the additional direct costs 
incurred by the agency in cleaning up after timber sales. 

The Forest Service did not start interpreting the law 
differently until the 1940 b, when growth in national forest 
timber sales greatly increased the pot of money potentially 
available to the agency under the K-V Act. In 1947, the 
Comptroller General ruled that use of K-V monies for overhead 
expenditures would unlawfully augment the agency’s appropriated 
budget and would not be consistent with the authorized purposes 
of the K-V fund. However, the Comptroller General relented to 
agency pressure a few months later, after being informed that 
the Forest Service had already instituted the practice of 
charging a relatively small overhead rate against the K-V funds. 
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while the Comptroller General acquiesced in an overhead 
rate of about 8% in 1947. the Forest Service has consistently 
increased the percentage of K-V funds allocated to overhead over 
time. In fiscal year 1997, the agency diverted over 30% of all 
K V monies to indirect coats. See GAO, Forest Service: Indirect 
Expenditures Charged to Five Funds, GAO/RCED-98-164R (May 1998! . 
In the same year, the Forest Service applied an overhead rate of 
only 21.4% to the Reforestation Trust Fund, whose authorizing 
legislation - in contrast to the K-V Act - specifically allows 
expenditure on administrative costs. Id. The agency has 
offered no explanation for why K-V funds are assessed for 
overhead at a substantially higher rate than the Reforestation 
Trust Fund when the two funds finance virtually the same work. 

We can only speculate whether the explanation is related to the 
much greater size of the K-V fund, which is more than five times 
larger than the Reforestation Trust Fiind. T d . 

Finally, I would like to point out that today, as in 1930, 
Congress appropriates a specific amount of money to the Forest 
Service for general administration. After a thirty-year hiatus. 
Congress returned to this practice in the early 1980s 
specifically to regain control over runaway bureaucratic costs. 
By allocating an ever-increasing portion of K-V funds to 
overhead expenses, the Forest Service is not only violating the 
K-V Act, it is also disregarding Congressional direction, 
expressed through the appropriations process, to scale back the 
agency bureaucracy and focus on on-the-ground management. 

Failure to Collect K-V Deposits ia Addition to the Paysiants for 
Timber 

The K-V Act requires the Forest Service to collect K-V 
deposits from timber purchasers "in addition to the payments for 
the timber." IS U.S.C. S 576b. For the first 25 years of the 
Act's existence, this is precisely what the Forest Service did. 
Since the 1950s, however, the agency has simply deducted K-V 
funds from the payments for Che timber. More to the point, the 
agency has mastered the art of expanding K-V collections to 
recover the lion's share of proceeds from national forest timber 
sales. For example, in fiscal year 1996, the Forest Service 
allocated 5153 million in timber receipts to the K-V fund, while 
returning only $46 million to the national treasury. Fiscal 
Year 1998 Forest Service Budget Notes. The result has been a 
direct violation of Congressional intent that collections under 
the K-V Act not reduce returns to the treasury from Forest 
Service timber sales. 
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This change in practice has caused a fundamental change in 
attitude among agency staff with respect to the K-V trust funds. 
In 1933, the Forest Service Manual stated that K-V deposits 
would be required from timber purchasers "only [w] here the 
receipts from the sale will not be reduced..." Forest Service 
Manual 131-S (1929 as amended) . By contrast, internal Forest 
Service audits in the isaos found that agency staff viewed K-V 
funds as "our money" and deliberately kept timber sales open 
after completion in order to shift more money to the K-V fund to 
pay agency salaries and other expenses. See WO Activity Review 
of Region 5 K-V & Salvage Sale Fund Programs (10/24-10/30/94) . 
Agency managers and staff view timber receipts that are not 
captured by the K-V fund as “wasted." It is unlikely that the 
taxpayers who are being shortchanged would agree. 

Enforcing the K-v Act's plain requirement to collect 
reforestation and sale area improvement funds "in addition to 
the payments for the timber" will have several salutary effects. 
In many cases, it will ensure that adequate funds are collected 
to pay for the full costs of replanting and other renewable 
resource mitigation necessitated by a timber sale. In other 
oases, it will improve agency accountability, by requiring the 
forests to disclose when the proceeds from a timber sale will 
not cover the full costs of restoring the forest stand and 
repairing the environmental damage caused by the sale. It will 
also help ensure a fair return to the national treasury, by 
preventing the agency's current practice of siphoning off timber 
receipts to support its bloated bureaucracy. Finally, it will 
increase overall receipts from timber sales in the many cases 
where bidders are able to purchase the sale for base rates that 
do not include the full costs of timber stand improvement and 
other renewable resource improvements. 

Conclusion 

The K-V Act is clear on its face. K-V deposits must be 
used for on-the-ground reforestation and renewable resource 
protection. The K-v trust fund may not be burdened with the 
cost of supporting the Forest Service bureaucracy and may not be 
used to bolster the agency's budget by reducing returns to the 
national treasury. We are confident that pending judicial 
review of the agency's practices will confirm these simple 
precepts and will restore agency conformance to longstanding 
Congressional intent . 



174 


Mr. CoYl'lE. Mr. Chairman, it is my honor to appear before you 
to discuss the Forest Service’s Recreation Fee Demonstration Pro- 
gram, specifically as it is being implemented in southern Cali- 
fornia, under the name of the Adventure Pass. 

I must stress that this program has outraged a majority of south- 
ern California forest users. Car campers may be happy to pay a 
new fee to use forest campground facilities where maintenance and 
trash collection costs are high. But beyond that, forest users are in- 
censed at having to pay a fee to park before walking off down a 
trail or going for a swim in a creek. Hunters and fishermen are en- 
raged at having to pay a fee on top of their already onerous license 
costs. What upsets forest users is the very principle of paying a fee 
to go for a walk in the woods. It is startlingly clear to us that the 
Adventure Pass fees are a new tax and that forest facilities ought 
to be maintained without charging the public again for lands we 
already own, to pay for services we already pay taxes for. 

The Forest Service sold the Adventure Pass program to many 
forest users by promising that the fee program allows 80 percent 
of the new fees to go into the recreation maintenance budget of the 
forest where collected. But what they did not clarify and what the 
Forest Service continues to avoid addressing is that the new en- 
forcement staff hired to check out our vehicle windshields for an 
Adventure Pass, are paid directly out of the fees collected. Forest 
meter maids, as they are now widely known, are not making a sig- 
nificant difference to the recreation and maintenance backlog in 
southern California forests. Agreed, they pick up some trash and 
perform some maintenance work, but the Adventure Pass program 
was surely marketed and intended to make much more of a dif- 
ference to the forest facilities than picking up trash and handing 
out parking tickets. 

The Forest Service position has been to state over and over again 
that the majority of forest users are happy with the fee program. 
But they are only referring to those forest users who have filled in 
comment cards, who have bought passes. Those views do not and 
cannot represent the sentiments of the majority of forest users who 
continue to boycott the program. In 1997, around 10,000 southern 
Californians received fix-it tickets for not displaying an Adventure 
Pass when parked in the forest. Around half have continued to 
refuse to pay those $5 tickets. 

It is the financial picture which brings the entire Adventure Pass 
program into clear focus. For fiscal year 1998, the program’s second 
season, approved staffing and supply costs total $1,200,000. Staff 
must be paid every 2 weeks so this overhead must come before any 
forest facility projects can be tackled. For fiscal year 1998, the Ad- 
venture Pass program’s own figures show that only $194,000 will 
go to the repair of forest facilities. That means that $6 goes to 
staffing for every $1 that goes to address the forest maintenance 
backlog. Trash pickup, of course, is not part of the forest mainte- 
nance backlog. That this $194,000 is only a little over half of what 
was made available for forest facilities in fiscal year 1997 indicates 
that the program’s startup costs were used to make a visible dif- 
ference at the outset in order to impress the public, and that the 
program is simply failing to meet any reasonable goals. 
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When forest users pay $30 for an annual pass, $3 goes to the 
vendor of that pass. That leaves $27 for the Forest ^rvice, 80 per- 
cent of which was promised for the recreation maintenance budget 
of the forest where coUected. Eighty percent of that $27 is $21.50. 
By the Forest Service’s own 1998 figures, $3 of this will go to forest 
facilities, the other $18.50 to Adventure Pass staffing costs; $3 out 
of the price of a $30 pass is abysmally short of what the public weis 
led to believe would be available for forest facilities from this pro- 
gram. As a job creation program, that might be OK, but how could 
even a job creation program be judged successful when it has driv- 
en so many forest users to boycott their favorite recreation areas? 

The Forest Service’s nationwide maintenance backlog is running 
at $1 billion. The Adventure Pass and other similar forest pro- 
grams would have to raise $10 billion in order to put $1 billion into 
our national forest facilities. The other $9 billion would be needed 
to cover the programs’ staffing and overheads. No, the obvious need 
is for Congress to increase the Forest Service recreation budget. An 
increase of $100 million a year — those budgets are now around 
$200 million a year — ^would erase the Forest Service’s maintenance 
backlog in 10 years. 

The Adventure Pass program and others like it will never erase 
this backlog. Forest Service projections from their January 1998 
progress report to Congress on the fee program estimates that fee 
revenues for 1998 will be $3.8 million for facilities. Even if these 
dollars were to all go to forest recreation facilities, it would take 
250 years for the entire backlog of $1 billion to be addressed. At 
the level of facility funding demonstrated by the 1998 Adventure 
Pass program, this backlog will take 2,500 years to disappear. 

The Forest Service has no idea how many visitors national for- 
ests have. They do not have staff entry kiosks, they do not put 
mempower into counting visitors. Their visitation numbers are 
guesses and estimates and they openly confess to include people 
who are simply driving through a forest to go from A to B. By For- 
est Service estimates, 10 million visitors visit Los Padres, where I 
come from, each year. By simply doing some mathematics and di- 
viding 10 million visitors by the number of Adventure Passes sold, 
we can see that only 1 in 85 people have bought an Adventure 
Pass. 

While we applaud the Forest Service for finally acknowledging 
the overall need for public dialog on forest user fees. Congress 
should encourage the Forest Service to begin a truly public dialog 
in every ranger district, one that frankly ought to have preceded 
this ambitious, yet ill-thought out program. 

When Congress set aside these lands, it was to conserve them for 
their own sake as well as for our use now and in the future. When 
we start auctioning them off to the highest bidder and making 
them a product to be marketed with help from Disney and REI, 
then we are abandoning the very idea of a public trust. The Adven- 
ture Pass and other such programs, with their clear purpose of 
commercializing our public lands, must be scrapped. The only ac- 
ceptable aspect of the program is that fees from the overnight use 
of developed campgrounds may be put to work at those same facili- 
ties. 
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We must be wary of what happens when we convert the Forest 
Service to meter maids, they are no longer serving the forest. The 
Forest Service is not here to market a product; they must be al- 
lowed to return to their traditional function as stewards of our na- 
tional forests. 

I thank you graciously for the time you are spending seeking to 
understand the will of the American people. 

Mr. Horn. Well, we thank you for your helpful statement. 

Our last presenter is Mr. Vaughan Clark, Free our Forests. 

[The prepared statement of Mr. Coyne follows:] 
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Testimony to the Subcommittee on Government Management, Information and Technology 
of the House Committee on Government Reform and Oversight. 

Oversight Hearing on the US Forest Service’s Management Practices, specifically with 
reference to the US Forest Service’s Recreational Fee Demonstration Program, 

Tuesday, July 07, 1998 at Bellflower City Hall, California. 

by Alasdair Coyne, Keep the Sespe Wild Committee, Ojai, CA. 


Mr. Chairman and members of tiie Subcommittee. 

It is my honor to appear before you this morning to discuss the US Forest Service’s 
Recreational Fee Demonstration Program, specifically as ii is being implemented and 
managed here in Southern California, under the name of the Adventure Pass program. 

Firstly, I must stress that this program has outraged a majority of Southern California 
Forest users. Car campers may be happy to pay a new fee to use Forest campground 
facilities, where maintenance and trash collection costs are high. But beyond that. Forest 
users are incensed at having to pay a fee to park, before walking off down a trail or going 
for a swim in a creek. Hunters and fisherman are enraged at having to pay a fee on top of 
their already onerous license costs. What upsets Forest users is the very principle of 
paying a fee to go for a walk in the woods. It is startlingly clear to us that the Adventure 
Pa^ fees are a new tax and that Forest facilities ought to be maintained without charging 
the public again for lands we already own, to pay for services we already pay taxes for. 

The Forest Service sold the Adventure Pass program to many Forest users by promising 
that the Fee Demonstration Program “allows 80% of the new lees collected between 19% 
and 1998 to go into the recreation maintenance budget of the National Forest where 
collected.’’ (US Forest Service Nationwide News Release, Washington DC, June 26, 
1996). What they did not clarify - and what the Forest Service continues to avoid 
addressing - is that the new enforcement staff hired to check our vehicle windshields for an 
Adventure Pass are paid directly out of the fees collected. Forest metermaids, as they are 
now widely known, are not malung a significant difference to the recreation maintenance 
backlog in Southern California. Agreed, they pick up some trash and perform some 
maintenance work, but, the Adventure Pass program was marketed and intended to make 
more of a difference to the Forests’ facilities than picking up trash and handing out parking 
tickets. 

The Forest Service position has been to state, over and over again, that ihe majority of 
Forest users are happy with the program. But they are only referring to those Forest users 
who have filled in comment cards. Those views do not represent the sentiments of the 
majority of Forest users who continue to boycott the program. In 1997, around 10,000 
Southern Californians received fix-it tickets for not displaying an Adventure Pass when 
parked in the Forest Around half refused to pay their $5 tickets. 

It is the financial picture which bnngs the entire Adventure Pass program into clear focus. 
For FY 98, the program’s second season, staffing and supply costs total $1,200,000. 

Staff must be paid each two weeks, so this overhead must come before any Forest facility 
projects can be tackled. For FY 98, the Adventure I’ass program’s own figures show that 
only $194,000 will go to the repair of Forest facilities. That means that $6 goes to staffing 
for every $1 that goes to address the Forests’ maintenance backlog. (Trash pickup, of 
course, is not part of the forests’ maintenance backlog.) That this $194,000 is only a little 
over half of what was made available for Forest facilities in FY 97, indicates that program 
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startup costs were used to make a visible difference at the outset, in order to impress the 
public, and that the program is simply failing to meet any reasonable goals. 

When Forest users pay $30 for an annual Adventure Pass, $3 goes to the vendor of the 
Pass. That leaves $27 for the Forest Service, 80% of which was promised for the 
recreation maintenance needs of the Forest where collected. 80% of the $27 is $21.50. By 
the Forest Service’s own 1998 figures, $3 of this will go to Forest faalities, the other 
$18.50 to Adventure Pass stalTing costs. 

$3 out of the pnce of a $30 Pass is abysmally short of what the public was led to believe 
would be available for Forest facilities from this program. As a job creation program, that 
might be OK. But how could even a job creation program be judged successful when it 
has driven so many Forest users to boycott their favorite recreation areas? 

The Forest Service’s nationwide maintenance backlog is runrang at $1 billion. The 
Adventure Pass and other similar Forest programs would have to raise $ 10 billion in order 
to put $1 billion into our Nation’s Forest facilities. The other $9 billion would be needed to 
cover the program stalling and overheads. No, the obvious need is for Congress to 
increase the Forest Service’s recreation budget. An increase of $100 million a year - those 
budgets are now around $200 million per annum - would erase the Forest Service’s 
maintenance backlog in 10 years. 

The Adventure Pass program, and others like it. will never erase the backlog. Forest 
Service projections from their Jan. 1998 Progress Report to Congress on the Fee Program 
estimate that fee revenues for 1998 will be $3.8 million. Even were these dollars all to go 
to Forest recreation facilities, it would lake 250 years for the entire backlog to be 
addressed. At the level of facility funding demonstrated by the 1998 Adventure Pass 
program, this backlog will take 2500 years to disappear. 

When Congress set aside these lands, it was to conserve them for their own sake, as well 
as for our use, now and in the future. When we start auctioning them off to the highest 
bidder and making them a product to be marketed, with help from Disney and REl, then we 
are abandoning the very idea of a public trust The Adventure Pass and other such 
programs, with their clear purpose of commercializing our public lands, roust be scrapped. 
The only acceptable aspect of the program is that fees from the overnight use of developed 
campgrounds may be put to work at those same facilities. 

We must be wary of what happens when wc convert the Forest Service to melennaids - 
they are no longer serving the Forest The Forest Service is not here to market a product; 
they must be allowed to return to their traditional function as stewards of our National 
Forests. 1 thank you graciously for the time you are spending in seeking to understand the 
will of the Amencan people. 
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Mr. Clark. Thank you. Well, I have to say that I am much more 
at home in my office at home. 

Mr. Horn. Excuse me. Is there a written statement you have 
also prepared? 

Mr. Clark. Yes, I have. 

Mr. Horn. I do not happen to have a copy. 

Mr. Clark. I am much more at home in my office at home, I am 
not a public speaker, nor am I usually involved 

Mr. Horn. That is when I start watching my wallet. [Laughter.] 

I am looking forward to great rhetoric out of you. 

Mr. Clark. But I have been — am a freelance writer and sud- 
denly along the roads, I started seeing these signs for the dem- 
onstration fee project, and decided to look into it. When I called, 
I was informed that the Forest Service was suffering what the man 
on the phone said was a catastrophic one-third budget cut, which 
forced them to initiate this program. 

Well, I understand that when people are desperate, they do des- 
perate things. Evidently the Forest Service is in a crisis and this 
is the result of that. I decided that I did not like this, and so in 
looking more into it, I found that what is actually happening here 
is that they are tiydng to privatize the forest and develop it further. 
What the Forest Service is doing is giving away our national for- 
ests to corporations for development. In a nutshell that is what is 
happening. You can read my testimony here to corroborate that. 

Mr. Horn. I am looking at you with one eye and looking at your 
statement with one eye. 

Mr. Clark. Well, I can read a few points here that I would just 
like to read right off my testimony, and that is, interestingly 
enough, the Forest Service is prohibited by law from soliciting out- 
side funding from private industry. To circumvent this. Congress 
created the National Forest Foundation [NFF], which I heard men- 
tioned here earlier, to do for the Forest Service what it cannot do 
legally, which is attract corporate sponsors and form legal partner- 
ships with private business to accomplish mutual projects deemed 
desirable by them, but them alone. They do not have to consult the 
public, and that is my beef 

In this case, the Forest Service budget and agenda are accommo- 
dated, big business is provided with a profitable future developing 
our national forests for recreation, and we, the American people, 
are paying twice — in our taxes and then with a fee. 

Another thing I would like to point out here. There was an inter- 
esting, what I saw as a very dubious association in attitude that 
has evidently found its way into the Forest Service through the 
person of Francis Hadalphe, and I am sorry, I did misspell his 
name here, but he is the No. 2 U.S. Forest Service official who ar- 
rived in his position in 1997 after 30 years in the private sector, 
which was again mentioned. But I want you to know that Mr. 
Hadalphe was a former chairman of the Recreation Roundtable. 
The R^reation Roundtable is basically a gathering of the country’s 
prominent recreation company executives, to decide strategy, I as- 
sume. Furthermore, Derrick Crandall, the current ARC, the Amer- 
ican Recreation Coalition, president is also the current Recreation 
Rovmdtable executive vice president. So I find that a telling fact, 
as I wrote here, it seems very cozy to me that these two individuals 
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are so deeply placed in decisionmaking in the Forest Service, and 
specificedly for this demonstration fee program. 

I wanted to point out too that the ARC is a Washington lobbyist 
consortium and in fact designed and implemented this fee dem- 
onstration program. They are the — ^it is their breunchild, OK? With 
the help of the Forest Service, they created this and in turn these 
ARC corporate members are awarded the rights to develop and op- 
erate recreational facilities on our public lands. Although this pub- 
lic/private partnership is not unprecedented, here the concept is ex- 
panded and emphasizes commercial and motor-based recreation. 
That is commercial and motor-based recreation. In other words, 
they are going to develop it. It also includes big future profits for 
these corporate members in this ARC. 

So I think the big point here also is that not only do they poten- 
tially benefit from this association or coming up with this program, 
the ARC is, along with the Forest Service, to evaluate and report 
public support and relay that data directly to Congress. I find this 
clearly a conflict of interest. I mean they are obviously going to 
skew the information to suit their needs, as far as I can see — or 
I suspect that. That is the way I feel about it. 

So like I said, in researching this for my own articles, I came to 
decide that I will oppose it, because the entire program promotes 
over-regulation in wild places, it encourages private enterprise in 
our public forests and charges a user fee for the things that our 
taxes once paid for. And I ask, where does the 30 percent of my 
annual income go? Of every American in this room, where does 
that 30 percent go, and why does the Forest Service not utilize 
those revenues to support their maintenance without a fee or to 
eliminate it. 

So let me just say this, I wholly support the original vision of the 
Forest Service as caretakers of our national forests, but not as de- 
velopers of it. This recreation fee is the act of a Government agency 
in crisis, I think. That is what I have come to find out. So I am 
asking you to pass the word, to help them. 

I just see two solutions. No. 1, you can increase the Forest Serv- 
ice recreation budget to at least begin to tackle that maintenance 
backlog; or No. 2, you can keep the present budget and adjust the 
need for mainteneuice by terminating personnel and services such 
as roads, patrols, campgrounds, and other USFS facilities until the 
budget is balanced. It is that simple. 

All this talk that I have heard here about well, all the people 
want to make sure that we have more toilets and more information 
boards. I disagree with that. I see that as a — I want to see our for- 
ests kept wild, if it means paying more and developing our forests 
as a result. 

Also, I wanted to mention that while long-standing government 
subsidies to mining, timber, and cattle industries continue, tax- 
paying Americans are being scammed. I feel this is really just a 
scam to pay more for something they already own, as I said, but 
when officials justify this user fee by saying people who actually 
use the forest should pay a little more, I just say no. I mean, I 
refuse. There are many things that our taxes pay for that I will 
never see. I cannot even imagine what they would be, but yet, I put 
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faith in our Government to spend our money wisely — well, in this 
case, they obviously have not. 

I just feel that sooner or later a point is reached where taxation 
in any form — in this case a fee — transgresses a person’s right to 
keep what they earn. I think it is doubly bad that as a result of 
this program, private corporations can profit. 

If you really want to help the Forest Service, I say this; stop de- 
veloping public forests for recreation and start developing the pub- 
lic mind. Tell them — educate them through television, through 
radio, through various media, spend money this way to say this — 
tell them about overpopulation, tell them how to control over- 
population, tell them how to — ^what it means to preserve your lands 
and not trash them, as is the problem here I guess. Tell them 
about unchecked immigration or overdevelopment and how to take 
control of their mismanaged Federal taxes — ^tell them that. Maybe 
you can get them to understand. You know, maybe we can do more 
good that way than developing our national forests further. 

In closing here, I will just say that the numerous road signs ad- 
vertising this Forest Service ^creation Fee Demonstration Pro- 
gram are themselves an eyesore. There are so many of them along 
this road, any of the roads I go to, they are a blight on the land- 
scape. 

Mr. Horn. Which road is that? 

Mr. Clark. Well, in my experience, it is on most of the roads in 
the Los Padres National Forest. Paradise Road is a big one, if you 
are familiar with that one — Paradise Road, the road to Pine Moun- 
tain, Painted Cave Road has a sign, San Marcos Pass Road has 
signs. Mt. Pinos, I understand, although I have not seen it, has 
17 — a numerous quantity of signs on one road going up from the 
base of this mountain, this sacred mountain, to its summit. They 
have virtually littered the place with signs in trying to advertise 
this program. 

I find, more than anything — ^and I am going to read this right off 
the bat here — more than anything, these signs mirror our inability 
to curb our insatiable appetite to achieve our identity through sub- 
duing nature and adapting every place on Earth to human needs. 
Money and manifest destiny still to this very day seems to be our 
high moral calling. All we are about is building more, making bet- 
ter roads, pulling more timber out but yet being nice to the Earth 
and not taking too much, making it sustainable. But I feel so 
strongly about this, I disagree so strongly amd feel so totally 
against this program, that I advocate civil disobedience in the form 
of noncompliance until the program is either canceled or I am al- 
lowed — and I want you to understand — ^until I am allowed to vote 
on it. If I am allowed to vote on it, then the majority of the people 
have taken it in hand, they have been asked. But until that time, 
I will do everything I can to trip up this program. I urge you to 
please take action too and at least convey my feelings to the higher 
ups, as I was told. 

I would like to add this, speaking of that — I am kind of back- 
tracking here — ^I have spoken to a number of Forest Service em- 
ployees who actually enforce this program. They are actually down 
there writing tickets, picking up trash, whatever, and some other 
patrols there, actually the police, they are police type enforcement 
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patrol back there. I asked them and none of them that I spoke to — 
they have to remain anonymous — none of them liked the program. 
This is the rank and file I say, this is rank and file people. Yet they 
are afraid to speak out because of self-interest. They are afraid 
that if they say anything, well, I think it was mentioned before, 
they are afraid for their jobs. 

I think the actual Forest Service feels the same way. I mean, this 
program is in their self-interest to maintain and they are afraid to 
not enforce it, even though it is against their better judgment to 
just go ahead and scrap it. Yet they are on a steamroller now. You 
know, in talking with these people, they kept telling me to talk to 
the higher-ups and so here I am. 

Mr. Horn. We are glad to have you here. 

Mr. Clark. I might add that I had very little time to prepare 
this, I had less than a week. As I said, I am very much more com- 
fortable in an office, I feel powerfully about this, and I am the face 
of resistance. 

Mr. Horn. Well, we thank you for coming down here. I take it 
you live in Santa Barbara? 

Mr. Clark. I grew up in Torrance, Redondo Beach. 

Mr. Horn. You might want to write Mrs. Capps, your Represent- 
ative, a letter. 

Mr. Clark. I have. I have written Mrs. Capps, all my Represent- 
atives, Barbara Boxer 

Mr. Horn. Well, I just learned of the fee about 2 weeks ago when 
a friend of mine was rather upset in terms of the Idlewild case. 

Mr. Clark. I am not getting subsidized to come here. 

Mr. Horn. Yeah. 

Mr. Clark. This is my own time and I am not making any 
money here. 

Mr. Horn. So we thank you all for coming. 

Before we leave, I want to ask both the GAO and the Forest 
Service if there is any comments they would like to make based on 
the suggestions and presentation of our eight people on panel two. 
If there is anything you would like to say, let me know, and you 
are welcome to say it. 

And after this, we are going to have sort of an open mic for about 
2 minutes. I see a few people here that would like to say some- 
thing. We do that, we like to get ideas in the record. 

Let me ask you a few questions, gentlemen, before you leave 
here, because I want to follow up on a few things that were said 
around the table. 

Mr. OToole, needless to say, I found your testimony intriguing 
and let us talk about fees. I agree that you have to look at incen- 
tives. How would we responsibly handle pure public good such as 
wildlife habitats and watershed protection? 

Mr. O’Toole. Well, that is where the Biodiversity Trust Fund 
and the Historic and Prehistoric Resources Trust Funds that I 
mentioned come in. 1 would say if you are funding the forests out 
of their profits, that leaves some money left over. Some of that 
money can go to the counties, some of the money cam go to the U.S. 
Treasury, but let us take some of the money and put it in a trust 
fund for biodiversity. Put biologists, conservation biologists, ecolo- 
gists, in charge of that money and let them pay the forest man- 
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agers again to do things like selection cut instead of clear cut or 
buy trees and not cut them down, or pay bounties to landowners 
or land managers who are producing viable populations of endan- 
gered species. In other words, use the money as a tool to give peo- 
ple incentives to do the right thing for the pure public good. When 
it comes down to it, there are really not that many pure public 
goods out there. I think I have mentioned some, the Mstoric and 
prehistoric resources and the biological diversity resources. 

Recreation is not a public good, water is not a public good. Wild- 
life, other than endangered species, are not a public good. Most of 
the other resources are definitely not public go<MS. 

Mr. Horn. Well, I thank you. I would like to ask first the panel- 
ists, did you hear anything any of your colleagues said that both- 
ered you or you would like to add to? Sometimes we get here and 
have our ovm thoughts and then we hear a new idea and we sort 
of think gee, that is an interesting point. I would like to join it, or 
I think it is the worst idea I have ever heard of, either of thoso or 
emywhere in between. So I am just curious if any of you would like 
to comment on what anybody else said. Mr. Roddy. 

Mr. Roddy. Yes, thank you. I have a book called Forest Re- 
sources of the United States and there are a lot of statistics out 
there and a lot of claims being made about whether we are neglect- 
ing our national forests, whether we are fighting fires too much, 
how many board feet assets are there. I would like to quote from 
Government statistics showing the volume of — I think it is called 
softwood saw timber. 

Mr. Horn. Softwood what? 

Mr. Roddy. Softwood saw timber volume in the Pacific North- 
west region. In 1950, there was 890 billion board feet 

Mr. Horn. Million or billion? 

Mr. Roddy. Billion. In 1992, it was 670 billion board feet. Of the 
trees that are 29 inches plus in diameter, in 1952, there was 454 
billion board feet, in 1992, there were 207 billion board feet. Obvi- 
ously these are just numbers, but I think they tell a tale of horrible 
ecosystem destruction, and this is really what we need to address. 

Mr. Horn. Any other thoughts over here? 

[No response.] 

Mr. Horn. OK, let me go through a few more things here, just 
to get my own clarification. Mr. Roddy, you also noted that sub- 
sidies, both in this country and in Canada, distorted the market for 
housing materials. In your testimony, you estimated the gross 
amount of the subsidy at $691 million in operations and 
unquantifiable subsidies in the form of environmental damage. 
Have you ever estimated the unit subsidy? In other words, the per 
board foot subsidy that would affect the competitiveness of your 
products? 

Mr. Roddy. The only one, to my knowledge, who has ever done 
a comprehensive study on that issue is Michael Mascall, the former 
World Bank economist who did so for the province of British Co- 
lumbia. He estimated in Canadian dollars the subsidy figure at $2 
billion annually, which included the fact that also in the other 
provinces that you can get trees for a penny apiece. 

Mr. Horn. That was just the Canadian portion was $2 billion? 

Mr. Roddy. Right, but not Canada, only in British Columbia. 



184 


Mr. Horn. Only in British Columbia. 

Mr. Roddy. Right. He believes that American subsidies are com- 
parable and that has been borne out by the status of the U.S./Can- 
ada arguments over tariffs and trade in lumber products. But I 
have not done the arithmetic to quantify that in terms of the cost 
of a 2 by 4. 

Mr. Horn. Mr. Corcoran, let us see here, if I remember, I think 
it was the Press Telegram on Saturday quoted you liberally on 
recreation fees in the Angeles National Forest and you said Sierra 
Club members were generally opposed to the fees. Has the club 
taken an official position on these fees? 

Mr. Corcoran. The National Sierra Club has not. It has decided 
to wait and see what the 3-year project looks like. Though I would 
say there is strong sentiment that there be no premature rush to 
a permanent program. The local chapter of the Sierra Club, the An- 
geles Chapter, has taken a position recommending that National 
oppose the recreation fee progrjim; one, because of the fears of a 
gradual privatization of public land and an overdevelopment, that 
this could become another cash cow for developing wild lands, and 
also because of the issue of continued subsidization of other com- 
modity uses of the forests. 

Mr. Horn. Some of you have covered this next question and let 
me just see where you are on it. For opponents of recreation fees, 
if not from fees, where should additional revenue for forest amen- 
ities come from, given the importance in Washington of balancing 
the budget? Just go down the line? Do you think Congress should 
just simply put up the money or should the fees stay, or what? 

Mr. Otoole. Well, obviously I am a strong supporter of as many 
recreation fees as we can get. If recreationists — ^the Forest Service 
in 1990 estimated that recreationists, if they were asked to pay fair 
market value would be willing to pay $6 billion a year to use the 
national forests. That is more than four times what timber compa- 
nies, mining companies and ranchers pay for extracting resources 
from the nationed forests. Now the Forest Service always over-esti- 
mates numbers like that, so we have to take them with a grain of 
salt. But still, recreationists do like to use the national forests, I 
think most of them are willing to pay, most of them agree that 
their recreation experiences are valuable. It is always hard though 
to get somebody to pay for something that has been free. 

If milk had been free and we started paying for it, people would 
resist it. On the other hand, if the government decreed that milk 
would have to be free from now on, in a week, you would not be 
able to find milk in the grocery store because the grocers would put 
something else on the shelves that would make them money. And 
that is what we were seeing in our national forests, recreation did 
not make money for the Forest Service, so the Forest Service was 
clear cutting all the recreation sites. If we want to have free recre- 
ation, we can have it, but it is going to be poor quality and there 
will not be very much of it. If we want quality recreation, we have 
to be willing to pay for it, and the more the better. The more we 
pay, the better the recreation we will get. 

Mr. Horn. Any other thoughts on this? Mr. Stahl. 

Mr. Stahl. There is an axiom that people like to use in regard 
to industrial polluters and that is polluters should pay. I think that 
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almost anybody would agree that if a mill discharges pollutants 
into the water, that they should pay the costs of cleaning that up. 
Anybody who is a recreationist who does not think that recreation 
pollutes is naive. Recreation imposes an environmental cost and 
the question is who should pay the clean up costs, the mitigation 
costs, the stewardship costs of accommodating the millions of 
recreationists who use our national forests. Should it be all of us 
or should it be the people who recreate? I think most people would 
say that the equitable solution is it should be the people who pol- 
lute. They should be the ones who pay. 

Mr. Horn. Mr. Roddy. 

Mr. Roddy. I think there are strong arguments on both sides. I 
have not thought the issue through or formed an opinion. I will go 
to the next speaker. 

Mr. Horn. Mr. Hofmann. 

Mr. Hofmann. Well, I think your question is to the heart. We all 
want less government, but we do not want to relinquish any of our 
services. I think the statement was made earlier that the Forest 
Service can and ought to be self-sustaining, self-supporting and if 
they can blend those resources together, I think that they probably 
can pay for one another. 

Mr. Horn. First over here, Mr. Corcoran, how do you feel on this, 
same as your club? 

Mr. Corcoran. Well, I am a staff member of the Sierra Club, so 
I am here to speak on behalf of the members of the Sierra Club. 
As I say, the National Sierra Club, which would be the entity to 
take a final position on a Federal issue, has taken the position of 
monitoring, to see how the moneys are spent, what is collected, 
what are the impacts on the forest, before going forward with a de- 
cision. I would say that we have exactly these same debates among 
our national committees about recreation fees. It is an ongoing dia- 
log. Though there are fears — may I just continue — ^about accessi- 
bility to the land, that a proliferation of fees could be burdensome. 
Especially in the northwest, we have seen some examples where 
you have to have to pay multiple fees to undertake one trip. Prob- 
lems like that should be ironed out. 

Mr. Horn. Mr. Berger. 

Mr. Berger. No comment. 

Mr. Horn. No comment. Mr. Berger takes the Roddy position 
here. OK, and we have Mr. Coyne. 

Mr. Coyne. Keep Sespe Wild takes the position that the use of 
overnight campgrounds is something for which people are happy to 
pay, because they understand that there are costs associated with 
keeping the toilets clean, the trash picked up, et cetera. People are 
objecting to the idea of peirking beside the road and going for a 
w^k and people believing that the government should be looking 
after those lands for their use. That is the sentiment that we have 
found over and over again from every user group — hunters, fisher- 
men, mountain bikers, swimmers, backpackers, et cetera. I think 
that the Forest Service, by not asking for the public’s opinion, is 
severely neglecting the positions of those that do not feel a fee is 
appropriate. If I can read three lines here, this is from the Forest 
Service’s Progress Report to Congress in January 1998 and it is 
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based on a study that was done before the fee demo was imple- 
mented here in southern California. It says, 

Approximately 30 percent of the participants of the study thought there should 
be no daily fee at all, while half felt a fee ranging from one to five dollars was rea- 
sonable. A majority opposed the fee pilot program that was proposed for the Enter- 
prise Forest. 

That is our area. 

Their opposition was based, not on a specific fee proposed, but on a general belief 
that government cannot be trusted to implement the program fairly. 

Thank you, sir. 

Mr. Horn. Well, thank you, and we know where Mr. Clark 
stands on this. 

Mr. Clark. Well, I would just reiterate that I really demand to 
at least be able to vote or have a voice personally on this as an 
American citizen. I say to adjust any budgets, although there is an 
impact from recreation, I suggest that the Forest Service adjust ac- 
cess to accommodate the budget. In other words, if there is not 
enough budget to maintain all the facilities, cut back on the facili- 
ties until such time as there is a balanced budget. It is just that 
simple, close that restroom, close that road, make people get out of 
their cars and walk. Make them experience nature directly and not 
through their windshields. Furthermore, I would say that if we are 
going to address this problem, we have to address over population 
and over development, just in general, as general concepts to be 
brought to the attention of the public so they are made aware and 
they can understand what they have to do to solve this problem 
other than further development. You know, what we are doing is 
citifying our forests, we are turning them into cities. We are taking 
the city right out of the city £md putting it up on the mountain. 
I do not like that. 

Mr. Horn. I take it you would make exceptions for disabled peo- 
ple who cannot walk through a forest? 

Mr. Clark. Disabled people, I like black people too, you know, 
but disabled people unfortunately have limitations and unless — ^you 
know, I have heard people say they want to build a cable car to 
the top of Half Dome so disabled people can be accommodated. 
Well, that is out of the question, I would think. That makes my 
point. 

Mr. Horn. Well, I have not heard that one, but I take it you 
have. 

Mr. Clark. No, that was just right off the cuff. I have not heard 
that per se, but that makes the point. 

Mr. Horn. I would not think so. Most rational people would not 
want to do that. 

Mr. Clark. Well, in other words, there has to be a limit to what 
you develop for the purpose of accommodating disabled people, al- 
though, you know, everyone knows — everyone feels great sympathy 
for them, I am sure, every rational person. 

Mr. Horn. To close out this, I am going to start with Mr. 
O’Toole, he started it and we will close with Mr. O’Toole. 

I am curious, could you give us a little description of your second 
century report and the recommendations? 

Mr. O’Toole. Well, I am glad you asked that question. Do you 
have a copy? 
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Mr. Horn. I do not have a copy. 

Mr. OToole. Well, here it is. 

Mr. Horn. How long is it? 

Mr. OToole. The actual report is only about 20 pages and the 
appendices bring it out to about 50 pages. 

For the last yeair and a half, a group of environmentalists, timber 
industry representatives and Forest Service officials have been 
meeting to talk about the future of the Forest Service. They agreed 
that most of the problems of the Forest Service are attributable to 
budgetary misincentives and governance problems, the outdated 
governance structure that people have talked about this morning. 
While there are other problems, they decided to focus on those 
types of problems £ind they have proposed to test significant re- 
forms of the budgeting and governance structures on 10 national 
forests, 5 different tests, 5 different major reforms on 2 forests 
each. 

This is a draft report. We are asking for public comment now. 
The group will meet again in August and write a final report and 
I suspect that they are going to change some of these pilot tests 
a little bit and some of them they might change dramatically, they 
might even discard one or two and add some new ones based on 
the comments that we have received. The group will then go to 
Congress and to the administration and say let us begin these tests 
at the beginning of fiscal year 2000, that is October 1999, try the 
tests for 5 years and then at the end of the 5 years evaluate and 
see what we have learned, and maybe if we try enough different 
ideas, we will be able to figure out which ideas or which combina- 
tion of ideas should be used, applied to the Forest Service as a 
whole, and reform the Forest Service in time to begin its second 
century in the year 2005. 

Mr. Horn. Well, I thank you. Now we have one remaining thing 
to do. This panel will be excused. 

I need to know first, how many would like to speak into that 
microphone for at least 1 minute? That is going to be it, because 
the staff has to leave and I have to leave. So if you will line up 
back of that microphone, we will be glad to hear you for 1 minute. 
You can file any remarks you have and we will insert them as if 
read. So what have we got there. Matt, how many people are there, 
I cannot see. Let us m^e sure everybody is there because I want 
to divide the time equally. We are going to have to close this out 
at 2:30. 

The Clerk. Eight so far. 

Mr. Horn. OK, is that it? Because it is going to stop there with 
the eighth person there, so if anybody else wants to get into it, get 
into it now. All right. We will give you a minute and a half, is what 
you are going to get. We have to get out of here, they have to run 
for planes to the State of Washington. But let us hear name and 
city, so the reporter of debates can do it, and we are not going to 
swear you in. I swore them in yesterday, but — all right, we will 
swear you all in, just raise your hands and affirm. 

[Witnesses sworn.] 

Mr. Horn. And I take it all here are agreeing. If you do not, do 
not testify because we take things under oath. So let us begin, sir. 
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Mr. CZYMANSICE. Could I just ask a question of procedure? I just 
heard about this hearing 3 or 4 days ago, before the holiday week- 
end. Are you going to leave the hearing record open? 

Mr. Horn. Sure. 

Mr. CzYMANSKE. For how long, 10 days, 20 days, what is it? 

Mr. Horn. Let us say 3 weeks. 

Mr. CzYMANSKE. OK, thank you very much. 

Mr. Horn. Send us a letter and we will be glad to insert it in 
the hearing record. 

STATEMENTS OF DAVID CZYMANSKE; RALPH CONSTANTINE; 

HELEN LARSON; HEIDI MAUER; ANN CANTRELL; BEA MOR- 
ROW; JACK MORROW; NED BOYER; AND ALAN ARONSON 

Mr. CzYMANSKE. My name is David Cz 3 rmanske, I am from South 
Pasadena, CA, I am an environmental and government relations 
consultant. I also happen to be a member of the Sierra Club and 
currently chair of the Pasadena Group of the Sierra Club, although 
I am speaking as an individual this afternoon. 

Comments on the Recreation Fee Demonstration Program — Rep- 
resentative Horn, your opening statement, you indicated that NPS 
and Forest Service have extensive needs that cannot continue to be 
adequately met through annual appropriations. I would suggest 
that that is an open question. The last 3 or 4 years of Congress has 
not appropriated the money, but Congress could, in fact, appro- 
priate the money if it so chose. 

I would like to comment on Mr. Stewart’s notation that the recre- 
ation budget for the whole Forest Service was $217 million. Hope- 
fully, he said the Recreation Fee Demonstration Program could 
maybe produce $20 million this year. That would only be about 10 
percent of the total budget. As I understand the Forest Service 
budget had been cut 30 percent or more in the last few years so 
the recreation fee program cannot solve the problems of the budget. 

He also indicated some people very much dislike paying but as 
people become aware, they adjust to paying the fee. It is kind of 
like, you know, the story of the frog. If you increase the tempera- 
ture on the frog slowly, the frog does not jump out of the hot pot. 

In Canada, they had a parks recreation fee that started out at 
$5 or $10 year, it is now up to $140 a year. 

Mr. Horn. The time is up. 

Mr. CZYMANSKE. Yes; I can see that I will have to submit you 
something in writing. 

Mr. Horn. But most congressional committees never have this. 

Mr. CzYMANSKE. I understand. And I appreciate that too, I un- 
derstand. 

Mr. Horn. Thank you. Yes, sir. 

Mr. Constantine. My name is Ralph Constantine, I am a con- 
sulting civil engineer licensed in the State of California and I have 
been in the construction business all my life. Lately, I have been 
one of the volunteer maintainers of the San Merrill Trail in Alta- 
dena, which is undergoing a most destructive reconstruction by the 
Forest Service. I think this is one of the most outrageous examples 
of mismanagement of public funds by the Forest Service. And I say 
that because 

Mr. Horn. Now, is this the U.S. Forest Service? 
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Mr. Constantine. Pardon me? 

Mr. Horn. Is it the U.S. Forest Service? 

Mr. Constantine. Yes; I am talking about 

Mr. Horn. You said it was in Altadena. 

Mr. Constantine. I am sorry, I am talking about the Forest 
Service — the Angeles. 

Mr. Horn. The Angeles? 

Mr. Constantine. Yes; I am talking specifically about the San 
Merrill Trail in Altadena which they have undertaken, as I say, de- 
structive reconstruction and they told the public they were going 
to spend about $28,000 to do the job and in my opinion, after hav- 
ing made an extensive study, which I proposed to write a report on, 
it cannot be done for less than $500,000. They have already spent, 
in my opinion, $75,000, $21,000 of which is for materieds for retain- 
ing walls and these retaining walls are a special type which are 
made out of wood essentially, oil-treated redwood in a canyon 
which is periodically swept by forest fire storms driven by Santa 
Ana winds, so that it has happened in 1980, it happened in 1985 
and I think the next forest fire, those will all be destroyed. We 
complained to them that that was the wrong thing to do, but they 
have not been responsive to that. 

Then I further — ^the work now is — as I say, they have spent 
about $21,000 just for materials which were not included in the 
$28,000 figure. 

Mr. Horn. If you could submit that for the record, we will be 
glad to send it to the Forest Service. 

Mr. Constantine. OK. Well, I further have a letter here 

Mr. Horn. Unfortunately, your time is up. But please submit it, 
we will put it in as if spoken and we will send it to the Forest Serv- 
ice for a response. We will need your address, all I have here is 
Altadena. OK. 

Helen Larson, Santa Barbara. 

Ms. Larson. Right. Mr. Horn, I am Helen Larson and I am here 
just so you £dl are aware that there really is a strong grassroots 
movement going on across the western part of the United States. 
It is not only in Washington, Oregon, and California, but I can tell 
you just at our local level, we have had 200 people crowd into the 
Maverick Saloon in the Santa Ynez Valley, 200 people crowd into 
a junior high school auditorium in Santa Barbara, 190 people 
crowd into the Chaparral Auditorium in Ojai, this is all since 
March 30, because they are absolutely outraged about this double 
taxation and also the inconvenience of the administration of the 
Adventure Pass Program. 

It has alienated us from our Forest Service friends, for those of 
us who live up there in the mountains, because they have very 
quietly come to us eind said for heaven sakes, contact Congress and 
get this off our backs. We do not want to be Forest Service cops, 
we are here to be Forest Service rangers. So we know that there 
is a problem with the Forest Service, we have heard that there is 
a one-third cut in the funding for the Forest Service, but we feel 
as if there is a reallocation of funding. 

Mr. Horn. Go ahead. I was trying to get an answer to one of 
your questions. I can listen and hear him, too. 

Ms. Larson. Well, I would be happy to. 
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It is just the matter of fact of the administration of the Adven- 
ture Passes making it so difficult even in our small towns, because 
of our relationships with the Forest Service people, whom we live 
right next door to and also the vendors who are selling the Adven- 
ture Pass, we feel because it is a privatization of public lands. 
Every vendor who makes this pass available is undercutting our 
American right as citizens to our forest lands. 

Let me say one more thing about why I actually became in- 
volved, and that is because I live on a road called West 
Communosuelo. There are no amenities whatsoever. I do not mind 
paying at national parks. I do mind the fact that if I take a left- 
hemd turn out my driveway and go up past three houses, I am cut- 
off from my road. I can — ^there are only two trails up my road. OK? 
I can no longer go up there and park and admire the scenery. You 
know, my kids and my grandkids should have the right to go for 
a quiet walk in the wo^s. There are some other places maybe 
where they want to recreate, but there is also a need for our bodies 
and souls just to go for a quiet walk. 

OK 

Mr. Horn. Thank you. Heidi Mauer of Ojai, CA. 

Ms. Mauer. If I had known you were going to give us this oppor- 
tunity, I would have done something other than scribbling a few 
notes down. 

Mr. Horn. Go ahead. 

Ms. Mauer. I appreciate this experience though. 

I and many others will and do boycott the Adventure Pass. I say 
that sadly because I like to use the forest, but I will do this. 

I was raised to believe that the forests were to be preserved by 
government and not developed for recreation. So the development 
I have seen already, I do not like. I am sorry there are so many 
people that feel they need that sort of development, but there wiU 
not be a place for the animals and the wildlife either. 

Something was said about the surveys that were done. I cannot 
believe that. The people I have talked to, the people I have encoun- 
tered — ^there may have been 1 percent that are in favor of this pro- 
gram. So I cannot see these surveys being legitimate. 

There was a town meeting up in Ojai. Forest representatives 
were invited but nobody showed up from the Forest Service. 

There are campgrounds up behind Ojai, I know because I have 
been up there camping. No fees associated with them. I do not 
mind paying a couple dolleirs on a campground that is not devel- 
oped or even some that are developed more and paying a fee, or 
even a picnic area that has got the tables, the cement foundation 
for garbage stands. I do not mind paying fees for anything I use. 
There are campgrounds and camp sites that there are no fees on 
currently. 

Thank you. 

Mr. Horn. Thank you. Ann Cantrell, Long Beach, welcome. Nice 
to see you, Ann. 

Ms. Cantrell. Thank you. 

I am conservation chair of Eldorado Audubon, and in all the talk 
that we have had today, I have not heard much said about the 
birds, which share the national forests with us. 
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Audubon has been participating in a 5-year study on breeding 
birds in L.A. County and one of the places that we have gone is 
the very northern part of L.A. County in the Angeles Forest. We 
have discovered there are birds breeding there that no one had any 
idea were still around L.A. because of all the over-development. 

I was astounded to hear Mr. OToole say that profits are what 
we want out of the national forests. I, for one, and I think there 
are many others that agree with me, that is not what we are look- 
ing for in the national forests. We are looking for a place for recre- 
ation, for restoring our souls, for seeing wildlife in its natural habi- 
tat. 

It w£is brought up that looking out over a clear cut forest is not 
a way to attract people to the national forest. Clear cutting is an- 
other thing that is destroying the bird life in our country. We found 
out that they have to have corridors, they cannot be cutoff by little 
patches of forest that are left. 

So I have mixed feelings about paying fees for the national forest 
and I agree with what some of the other people have said about 
not objecting to paying for overnight camping, but just to get out 
and walk in the national forests, I think should be a privilege that 
we all should enjoy. 

Mr. Horn. Thank you, well said. 

Ms. Cantrell. Thank you. 

Ms. Morrow. Hello. I am Bea Morrow. 

Mr. Horn. Hello, Bea, nice to see you. 

Ms. Morrow. Same here. Sierra Club chair for Long Beach. We 
have 3,000 members in the Long Beach area and I am representing 
them today. 

Mr. Horn. Including me. 

Ms. Morrow. Including you; yes, thank you. 

The Sierra Club is against timber cutting, as you know, in the 
national forests. It is obviously a failure. There seems to be no good 
reason to continue the timber cutting. A cut forest is not a forest 
any more, as we all know. And a replanted forest takes so long to 
grow. 

I was just at the beginning of Yosemite and went up into the for- 
est there, way in the back and found a planting of 10 years, and 
it was about as big as I am. It had all been done by volunteers. 
There are a lot of volunteers and we volunteer a lot of time for 
trails and everything in our national forests. We would like to see 
them kept wild. We think that the profit motive for our national 
forests is the wrong way to go. I am sorry, I can only see subsidy 
by the Government. 

The timber industry has been subsidized long enough. I think 
you need to subsidize the forest itself in any way that we can keep 
it. 

I have been in Germany, I saw managed forests in Germany. 
They were dead forests, there was not an animal, nothing moving 
in those forests. They were very beautiful, but nothing alive in 
them. I understand they are having trouble keeping those forests 
alive because there is not any ancient forest. They cut their forests 
every 30 years there. 

Those people come over here. While I was in Yosemite, there 
were more people from foreign countries than Americans, and this 
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was just last week. It was unbelievable. But that is where our dol- 
lars from overseas can come from, not from sending our wood over 
there to be sold. 

Thank you. 

Mr. Horn. Thank you. Jack Morrow. Nice to see you. Jack. 

Mr. Morrow. Same here. I am the husband of the chair of the 
Long Beach Group. [Laughter.] 

For whatever that is worth. 

I submitted a written statement to you and I would just like to 
comment, I wanted to ask the question while the panel was up 
there but they left before I could. We heard the timber industry 
guy say that the forests are bigger and better than ever, increasing 
so fast we have got to clear cut them or bum them or do something 
with them. Then we heard the guy from the steel company, the 
steel framing company quote a Government report that showed ex- 
actly the opposite, which makes you wonder if they are talking 
about the same forests or the same country or the same planet. 

One of my comments was that the Forest Service should know 
how many acres of forest have been cut, how many remain uncut 
by site, class, by district and by forest. And most importantly, has 
this been verified visually onsite by an independent agency? I think 
one of the panelists mentioned certified. 

There has been a lot of talk about phantom forests that exist 
only in Forest Service computers, which have been looked at found 
to be clear cut wastelands. So I think in evaluating where we are 
today, that this committee should certainly take any statistics that 
you are provided, with a big grain of salt and verify them in some 
way independently. 

Thank you. 

Mr. Horn. Thank you. Next is Ned Boyer of Pasadena. 

Mr. Boyer. Yes, thanks for the opportunity to speak. 

I am a Sierra Club member, but mostly just speaking for myself 
today. A couple of items that I want to just encourage you to look 
at that were not mentioned today. 

There used to be a timber theft task force that I believe the last 
Forest Service Chief, not the current one, had shut down. Timber 
theft I believe is a real problem and I hope that that is something 
that you will look at because that is also something that contrib- 
utes to fiscal problems. 

Mr. Horn. Where do you see that occurring, do you know? 

Mr. Boyer. No, I do not have the specifics, but I t hink that Andy 
Stahl’s organization or the Public Employees for Environmental 
Responsibility, founded by Jeff Dubones, they are the ones who 
brought that to the public’s attention and so they issued a report 
on that. 

Mr. Horn. That is a good point. We had that at the first decade 
of the 20th century. Teddy Roosevelt sent a special counsel up to 
Oregon to go after some of that. 

Mr. Boyer. Yes, thanks. 

Also, in todays L.A. Times, on page 5, Jim Gurstanzing mentions 
riders in Congress that are attached to appropriations bills, many 
of them detrimental to the environment, including one that woiild 
apparently ban prescribed fire until the land had already been 
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logged. That and the other antienvironmental riders, I hope you 
will do your most to oppose and to see that they be scrapped. 

There are some comments I have about environmental costs, the 
intangibles that are not necessarily — ^that I will try to submit in 
writing to you because that will take longer to say. 

My last point has to do with the 1872 mining law, which was 
also not discussed today. There is a very strong emd important case 
in the Siskiyou Nation^ Forest, Rough and Ready Creek, very high 
biological vmues and there is a dama^ng mine operation proposed 
for there. I brought a very helpful video cassette which I oner to 
you, and some other materials including some Forest Service docu- 
ments given to me by James Rogan, my representative up there in 
Pasadena. And if you do not have it, I have 

Mr. Horn. I do have that right on my office coffee table. 

Mr. Boyer. The clear cut book? Thank you very much. 

Mr. Horn. That is a very tragic situation. 

Mr. Boyer. So this material I will be glad to give to you. 

Mr. Horn. Good, I would like to see it. Do you need it back? 

Mr. Boyer. I have copies, thank you. 

Mr. Horn. Good, I will look at it tonight. 

OK, our last one is Alan Aronson, El Se^ndo, CA. Welcome. 

Mr. Aronson. Thank you, Mr. Horn. Thank you for having this 
meeting. 

I just basically want to add to the fee level, which I in general 
oppose, that there is a certain — ^Mr. O’Toole said that recreation 
was not a public good. I think a certain level of access, as many 
people have mentioned, does in fact constitute a public good, a cer- 
tain level of access to our public lands. 

It was pointed out that access to these lands creates pollution. 
I would like to point out that hunters and fishermen, for example, 
already pay excise taxes under the Pittman-Robinson Act, and tney 
have for years. In California, off-road people pay fees through the 
Green Sticker Program, Perhaps a broader tax on other outdoor 
camping activities or outdoor equipment could be used to add to 
the fees, but I would urge the Congress to develop the political will 
to fund the national forests emd our national parks at the levels 
that they need. I think the support is there if the case is made. 

I am worried about fees adding to privatization and favoring in- 
tensive development over less development. For example, downhill 
skiing over cross country skiing, highly developed campsites over 
wilderness areas and so forth. 

I want to thank you very much again. 

Mr. Horn. Your comment reminds me that it might be a little 
difficult for those that do not want to be Forest Service cops to 
chase skiers down slopes to get the fee, but I thank you for raising 
that issue. Thank you very much. 

With that, we are going to thank the staff that prepared this 
hearing— J. Russell George, he is probably already up in the State 
of Washington, staff director and chief counsel. There you are, Rus- 
sell, thank you. That is where the city manager I think sits in this 
town, too, in the meetings. He is staff director and chief counsel to 
the subcommittee. Mr. Brasher, to my immediate left, the senior 
policy director, and a native of this area as a matter of fact; Mat- 
thew Ebert, the clerk, who has kept this thing running for a year 
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now; Mason Alinger, the staff assistant, also helping Matthew. 
Then we have several interns in Washington and here mat worked 
on the hearing — Sol Bartel, Betsy Damns, Mark Urciuolo, David 
Graff, and we have Marisa Gard on my right, who is also a resi- 
dent of this area and she is one of our key people in Washington, 
legislative assistant and also head of all computer systems for us. 
And that is a tough, tough thing. 

Connie Sziebel, I do not know if she is here. Connie stand up so 
people c£in see you, although half of them are not from this area, 
but Connie is the district director for us and she is a tremendously 
efficient, effective staff in the Lakewood District Office. David 
Coher is outside, district assistant; Justin Ponchak, intern; and Bill 
Warren is our court reporter. 

But I want to also thank the Bellflower staff here, Mike Egan, 
the very able city administrator in this city, was nice enough to ar- 
range these facilities; along with Kevin G^, the public information 
officer. So we thank our friends in Bellflower. 

Now, this hearing will be adjourned until Thursday, in 
Wenatchee, WA, when another hearing will be^ at 11 a.m. So any 
of you that want to continue to be at these hearings, please join 
us in Wenatchee, WA. 

With that, we are in recess. 

[Whereupon, at 2:35, the subcommittee was adjourned.] 



OVERSIGHT OF THE MANAGEMENT 
PRACTICES AT THE U.S. FOREST SERVICE 


THURSDAY, JULY 9, 1998 

House of Representatives, 

Subcommittee on Government Management, 

Information, and Technology, 
Committee on Government Reform and Oversight, 

Wenatchee, WA. 

The subcommittee met, pursuant to notice, at 11:17 a.m., in the 
Wenatchee Convention Center, 201 West Wenatchee Avenue, 
Wenatchee, WA, Hon. Stephen Horn (chairman of the sub- 
committee) presiding. 

Present: Representatives Horn and Hastings. 

Staff present: J. Russell George, staff director and chief counsel; 
Mark Brasher, senior policy director; and Matthew Ebert, clerk. 

Mr. Horn. The Subcommittee on Government Management, In- 
formation, and Technology has been adjourned since its Tuesday 
hearing, and it now is delighted to reconvene in Wenatchee, WAI 
I must say it has been a beautiful drive coming here from Seattle, 
and it was just a lovely day and going through a lot of different 
forests. The one thing I had not counted on was the Washington 
State Highway Department and the repair of an area that rocks 
are falling in the pass between here and the outside world, and 
after 56 cars and trucks piled up on each side, why in 25 minutes 
we made it, and I am sorry I am 15 minutes late. 

But let me talk a little bit about what some of our aims are. 

The Forest Service, as we know, was established in 1905 by 
President Theodore Roosevelt. The President, in accordance with 
the Progressive Movement, sought to run the agency on scientific 
principles such as relying on experts in the field of wildlife man- 
agement and timber harvesting. The Forest Service today has a 
wide range of responsibilities and is responsible for many valuable 
goods and services, including recreation, timber, watershed, wild- 
life, and fish. 

Sometimes these responsibilities conflict with each other in ways 
that are frustrating for citizens. A citizen who wishes to swim in 
a river in a nation^ forest may find the river tainted by minerals 
if extensive logging has occurred. A citizen who wishes to make a 
house from timber harvested in a national forest may pay more if 
the timber is unavailable. Many rural communities are heavily de- 
pendent upon timber revenues and have been devastated in the 
past 10 years as 3 nelds have declined. 

Nobody doubts that the Forest Service faces daunting challenges. 
The Service is asked to reconcile competing interest groups in doz- 
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ens of remote locations every day. Part of the key to this problem 
is accurate, timely financial information. And that is one of the 
major thrusts of our subcommittee. We are the ones that sponsored 
the first balance sheets in 200 years of the executive branch. Most 
of them came in by March, some of them still have not come in, 
the Forest Service included. Citizens and Government offlcieds can 
make informed policy judgments only if we have correct data and 
information. For the fiscal year ending September 31, 1997, the 
Forest Service was required to produce an audited financial state- 
ment. March 1, 1998 deadline for that report has come and gone 
and we are still awaiting the report. Nearly every other agency has 
mEinaged to accomplish this financial audit. 

Part of the problem is outdated financial systems. This has led 
to a lack of accountability. Many operations are run as local 
fiefdoms, since it is impossible to get accurate information in Wash- 
ington, DC about Forest Service activities. 

Take the Recreation Fee Demonstration Program. For several 
decades, the Federal Government has been relying on fees to an 
ever-greater extent. Lands e^encies, especially the National Park 
Service and the Forest Service, have extensive needs that cannot 
continue to be met adequately through annual appropriations. 
Each year, national treasures are neglected. Therefore, we must ex- 
amine the merits and demerits of using fees. Questions of access 
to the forest must be balanced against funding shortfalls. 

Our witnesses represent diverse groups from the Forest Service, 
the General Accounting Office, and various private groups. We look 
forward to their testimony. We also at the end will have an oppor- 
tunity for anyone in the audience to comment for at least a minute, 
depending on how many are in line, because we will spend about 
one-half hour to 1 hour on that. 

I want to acknowledge the leadership first of some of your own 
representatives as well as a neighboring one in the State of Idaho, 
on the work they have done on Forest Service issues. Helen 
Chenoweth, who heads the Forestries Committee of the Resources 
full committee, has spent a lot of time on this issue. I believe she 
was going to try to send her assistant today, I do not know if — ^well, 
good, you are certainly welcome to come up and sit with us here, 
veiy good. But Doc Hastings I want to say a lot about, because he 
is a superb Member of Congress. He is one of those workhorses, not 
show horses, and frankly those are the people that make a dif- 
ference in Congress. So I think you can be very proud of your rep- 
resentation. Both have been outstanding Members and we look for- 
ward to working with them to improve the Forest Service so that 
every citizen can have greater confidence in the custodianship of 
Federal assets. 

I am now delighted to welcome the Congressman from this area, 
Doc Hastings, for an opening statement. 

[The prepared statement of Hon. Stephen Horn follows:] 
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'^Oversight Hearing on Management Practices of the U.S. Forest Service.’* 

July 9, 1998 

OPENING STATEMENT 
REPRESENTATIVE STEPHEN HORN(R-CA) 

Chairman, Subcommittee on Government Management, 

Information, and Technology 

A quorum being present, this hearing of the Subcommittee on Government Management, 
Information and Technology will come to order. Today, we will examine the management 
practices of the U.S. Forest Service. 

The Forest Service was established in 1905 by President Theodore Roosevelt. The 
President, in accordance widi the Progressive Movement, sought to run the agency on scientific 
principles, such as relying on experts in the field of wildlife management and timber harvesting. 
The Forest Service to^y has a wide range of responsibilities and is responsible for many 
valuable goods and services, including recreation, timber, watershed, wildlife and fish. 

Sometimes these responsibilities conflict with each other, in ways that are frustrating for 
citizens. A citizen who wishes to swim in a river in a National Forest may find the river tainted 
by minerals if extensive logging has occurred. A citizen who wishes to make a house from 
timber harvested in a National Forest may pay more if the timber is unavailable. Many rural 
communities are heavily dependent upon timber revenues, and have been devastated in the past 
ten years as yields have declined. 

Nobody doubts that the Forest Service faces daunting challenges. The Service is asked to 
reconcile competing interest groups in dozens of remote locations every day. Part of the key to 
this problem is accurate, timely financial information. Citizens and government officials can 
make informed policy judgments only if we have correct information. For the fiscal year ending 
September 31,1 997, the Forest Service was required to produce an audited financial statement. 
The March 1 , 1 998 deadline for this report has come and gone. We are still awaiting the report. 
Nearly every other agency has managed to accomplish this financial audit. The Forest Service is 
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a laggard. 

Part of the problem is outdated financial systems. This has led to a lack of accountability. 

Many operations are run as local fiefooms, since it is impossible to get accurate information in 
Washington about Forest Service activities. 

Take the recreation fee demonstration project. For several decades, the Federal 
Government has been relying on fees to an ever-greater extoit. Lands agencies, e^>ecially the 
National Park Service and Forest Service, have extensive needs that cannot oontinue to be met 
adequately through azmual appropriations. Each year, national treasures are neglected. 

Therefore, we must examine the merits and demerits of using fees. Questions of access to the 
forest must be balanced against funding short^ls. 

Our witnesses represent diverse groups from the Forest Service, the General Accounting 
Office, and private groiqis. We look forward to their testimony. Before we begin, 1 want to 
acknowledge the leadership of Representatives Doc Hastings and Helen Chenoweth on forest 
issues. Both are outstanding members, and we took forward to working with them to improve 
the Forest Service so that every citizen can have greater confidence in the custodianship of 
Federal assets. With that, 1 would like to yield to my distinguished colleague from the State of 
Washington. 
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Mr. Hastings. Well, Mr. Chairman, I want to welcome you to 
central Washington, and I somewhat apologize, although I cannot 
do anything about it, because it took you so long to get here. But 
in the Northwest where we have a lot of different weather during 
the year, this is the time of the year that we have to repair our 
roads. So you unfortunately got caught in that situation. 

I too want to acknowledge the work that the Committee on Re- 
sources, in our somewhat convoluted way that we pass around ju- 
risdiction, we have several committees sometimes that have juris- 
diction over the same issues, and obviously the Committee on Re- 
sources with Chairman Young and the subcommittee chairman, 
Helen Chenoweth, they do a lot of work on this issue, and I am 
glad that you acknowledged that and I too would like to do that. 

I do want to thank you for holding this hearing today in 
Wenatchee. There frankly is no better place than the Pacific North- 
west to see and hear first hand how the decisions made by the U.S. 
Forest Service impact small rural communities. I am here today be- 
cause I believe we need to bring common sense and sound science 
back into the management of our national forests. I believe that we 
must ensure that local residents living in and around our forests 
have a say in the future forest management decisions. 

As you probably know, both Oregon and Washington are divided 
by the Cascade Mountain Range. You can — I will not say actually, 
but theoretically stand on the Cascade crest of those mountains, 
and on one hand have over 90 inches of rain annually, a year, and 
on the other hand have less than 10 inches of rain. Obviously for- 
est fires are a major concern on this side, the 10 percent side, of 
our range. Our forests grow slower, have less underbrush, and fires 
spread much more quickly than on the west side of the State. 

For these reasons, all lemd managers. Federal, State, or private, 
must use a combination of forest management practices to help 
prevent situations that harm forest health and may lead to forest 
fires that devastate small communities. Clearly there is an appro- 
priate role for timber harvests in the Pacific Northwest as a sound 
forest management tool that also sustains local economies. 

Unfortunately, a dramatic decline in the harvest of timber from 
our national forests has accompanied the debates over acceptable 
forest management. In the west, we have suffered an 80 percent 
decrease in timber harvest levels just since 1989. This had led to 
the closure of over 300 mills and the loss of tens of thousands of 
high paying jobs, crippling many small timber-dependent commu- 
nities. ViHiile we can point to any number of reasons, I believe the 
problem is principally the result of two factors: an increase to legal 
challenges to timber sales and Federal administrative policy 
changes. 

Mr. Chairman, as you are aware, the number of legal challenges 
to timber sales throughout this country has risen dramatically in 
the last decade. Most of these suits are based on the confusing and 
often contradictory laws that govern Federal timber policy. From 
the National Environmental Policy Act, or NEPA, the Endangered 
Species Act, the Federal Land Policy Management Act and the For- 
est Management Act, various organizations have used Federal laws 
to challenge legitimate, necessauy timber sales. 
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I have before me a list of 90 legal challenges in response to tim- 
ber sales in the Okanogan National Forest during the past 8 years 
alone. A large majority of these lawsuits have been brought by only 
a handful of groups. These groups know that our Federal land 
managers have very little chance of completing a timber sale with- 
out at least one successful legal challenge. In the end, either the 
timber sale is killed or timber sales become too costly. The so-called 
environmental groups cannot lose by challenging every sale, but 
the taxpayer, in my opinion, certainly can. 

With your permission, Mr. Chairman, I would like to submit this 
for the record. 

Mr. Horn. Without objection, it will be inserted in the record at 
this point. 

[The information referred to follows:] 
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Mr. Hastings. It is absolutely critical that we clarify the laws 
governing Federal timber sales and decrease potential legal chal- 
lenges, if we expect to improve the efficiency of our Forest Service 
and increase the health of our national forests. In addition, we 
need to ensure that we focus on science, not politics or emotion, 
when deeding with our national forests. Our forest supervisors eire 
constantly pushed by politics rather than by what is best for our 
forests. Whether it be adequate management of noxious, invasive 
weeds, ensuring recreational access or administering the new rec- 
reational demonstration fee, building and maintaining much need- 
ed forest roads, or the process of actually offering timber for sale, 
local forest supervisors have been under pressure from all sides. 
We must attempt to stop micromanaging the daily activities of our 
national forests from Washington, DC. It frankly has not worked 
and I do not believe it will work in the future. Instead, I believe 
we must let sound science dictate our policies. 

To date. Federal micromanagement has not only led to declining 
timber sales, as I mentioned earlier. The most recent impact being 
the unfortunate bankruptcy of Okanogan Countys largest em- 
ployer — Okanogan County is a county directly north of here — 
Omak Wood Products. It has led to a recreational demonstration 
program that in this area has been somewhat poorly implemented. 
It has also led to the uncontrolled spread of noxious weeds onto pri- 
vate lands, which I know you will hear from later on today. 

We can all debate whether or not the Forest Service is losing 
money on timber sales. It mainly depends upon what you classify 
as a cost to the program, but one thing is clear, our national forests 
can and must be managed more efficiently and more effectively. 

I have several recommendations that would move us toward that 
goal. I think that Congress must pass legislation designed to pro- 
tect the health of our forests. We must strike a responsible balance 
between commercial thinning euid harvesting and prescribed fires 
to reduce the fuel load in our national forests. Second, we must 
stop using our scarce fiscal resources on projects that sometimes 
produce little public benefit, such as the emphasis of hand pulling 
noxious weeds rather than other areas to stop their spread. Third, 
we must reform the Recreational Demonstration Fee Program to 
ensure that local users are not unfairly overcharged and that the 
collected revenue is used locally for the benefit of those who pay 
for the fees. Finally, this is a much longer term goal, we need to 
work on reforming NEPA, the Endangered Species Act and other 
applicable Federal statutes to clarify congressional intent for the 
sake of our land managers, grazers, recreational users, and local 
residents. 

I am sure you will hear several contrasting views today. That is 
the purpose of these open hearings and once again, I am glad that 
we are here in Wenatchee. 

I think all of that testimony needs to be weighed carefully. How- 
ever, I cannot stress to you enough the need to make common 
sense decisions based on sound science with the participation of 
local residents and officials. We need to replace shouting and 
screaming of national politics with the calm measured voices of 
sound science and local community involvement. 
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So once again, Mr. Chmrman, I would like to offer my personed 
thanks to you and your staff for holding this hearing today in cen- 
tral Washington and to hear from the people that traveled for 
many miles that are most impacted by decisions made by the For- 
est ^rvice. I look forward to hearing from all the witnesses today, 
and I hope the subcommittee will leave today with a better under- 
standing of what works and what does not work for our forests and 
our rural communities. 

And with that, Mr. Chairman, I look forward to the testimony of 
our witnesses. 

[The prepared statement of Hon. Doc Hastings follows:] 
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Mr. Chairman: 

Thank you for holding this hearing today in Wenatchee. There is no better place rhan 
the Pacific Northwest to see and hear firsthaod how the decisions made by the U.S. Forest 
Service impact small, rural communities. I am here today because I believe that we need to 
bring common sense and sound science back into the management of our national forests. 

And 1 believe that we must ensure that local residents, living in aisl around our forests, have 
a say in future forest management decisions. 

Geography of Washington 

Mr. Chairman, as you probably know, both Oregon and Washington are divided by 
the Cascade Mountain Range. These mountains separate the state into very wet, and very 
dry regions, with my district being predominately dry. You can actually stand on the 
Cascade crest and on the one hand ^ve over 90 inc^ of rain, and on the other hand have 
less than 10 inches of rain per year. 

Such stark differences in rainfall require very differeni forest management practices. 
Obviously, forest fires are a major concern on this side of the range. Our forests grow 
slower, have less underbrush, and fires spread much more quickly than on the west side of 
the state. For these reasons, all land managers — federal, state or private — must use a 
combination of forest management practices to help prevent siiuatiODs that harm forest health 
and may lead to forest fires that devastate small communities. 

History of timber in the PNW 

Clearly there is an appropriate role for timber harvest in the Pacific Northwest as a 
sound forest management tool that also sustains many local economies. 
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As you know, Mr. Chairman, the management practices of the U.S. Forest Service 
have been the focus of debate going back several decades, especially here in the Northwest. 
What kind of harvest levels are sustainable? How would specific timber harvests impact the 
Northern Spotted Owl or the Marbled Munelet? Or even more recently, how do specific 
timber harvest practices impact salmon spawning habitat? 

Unfortunately, a dramatic decline in the harvest of timber from our national forests 
has accompanied th^ debates. We in the West have suffered an 80 percent decrease in 
timber harvest levels just since 1989. This has led to the closure of over 300 mills and the 
loss of tens of thousands of high-paying jobs — crippling many small, dmber-dependeni 
communities. And while you can point to any number of reasons, I believe the problem is 
principally the result of two factors: an increase in legal challenges to timber sales; and 
federal administrative policy changes. 

Timber Sales Litigation 

Mr. Chairman, as you are aware, the number of legal challenges to timber sales 
throughout the country has risen dramatically in the last decade. Most of these suits are 
based on the confusing and often contradictory laws that govern federal timber policy. From 
the National Environmental Policy Act (NEPA) and the Endangered Species Act (ESA) to the 
Federal Land Policy Management Act (FLPMA) and the National Forest Management Act 
(NFMA), various organizations have used federal laws to challenge legitimate, necessary 
timber sales. 

I have before me a list of SQ legal challenges in response to timber sales in the 
Okanogan. National Forest during the past eight years alone. The numbers are similar for the 
Colville National Forest. A large majority of these lawsuits have been brought by only a 
bandfUl of groups. These groups know that our federal land managers have very little 
chance of completing a timber sale without at least one successful legal challenge. In the 
end. either the timber sale is killed, or timber sales become too costly. And as you well 
know, the cost of federal timber sales are imder increasing scrutiny. The so-called 
environmental groups can’t lose by challenging every sale — but the taxpayer certainly can. 
With your permission. Mr. Chairman, I would like to submit this list for the record. 

It is absolutely critical that we clarify the laws governing federal timber sales, and 
decrease the potential legal challenges, if we expect to improve the efficiency of the Forest 
Service god increase the health of our national forests. 

The Need for Sound Science 

In addition, Mr. Chairman, we need to ensure that we focus on science -- not politics 
or emotion — when dealing with our national forests. Our Forest Supervisors are constantly 
pushed by politics rather than by what’s best for our forests. Whether it be adequate 
management of noxious and invasive weeds, ensuring maximum recreational access, 
administering the new Recreational Fee Demonstration program, building and maintainin g 
much-needed forest roads, or the process of acnially offering timber for sale, local forest 
supervisors have been under pressure from all sides. We must stop attempting to 
micromanage the daily activities of our national forests from Washington, DC. It hasin’t 
worked, and it won’t work. Instead, we must let sound science dictate our policies. 
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To date, federal micromanagement has not only led to declining timber sales, with the 
most recent impact being the bankruptcy of Okanogan County’s largest employer - Omak 
Wood Products, it has led to a Recreational Fee Demonstration Program that has been poorly 
implemented. It has also led to the uncontrolled spread of noxious weeds onto private lands, 
which you will no doubt hear more about later today. And worst of all, it has led to an 
increasing cost to the taxpayer, when ideally the Forest Service could actually make a profit 
if we managed our lands properly. 

I might add that much has been made of increasing the role of tourism in future forest 
management practices. While I agree completely that tourism should be encouraged, the 
small, timber dependent communities that I represent carmot be sustained on tourism alone. 
Towns like Republic and Tonasket are never going to attract the number of tourists needed to 
sustain their economies. Anyone who doubts that should visit the communities of Mill City 
or Swisshome just south of here in Oregon. 

Mr. C hairman , we can all debate whether or not the Forest Service is losing money 
on timber sales. It mainly depends upon what you classify as a cost to the program. But 
one thing is clear - our national forests can and must be managed more efficiently and more 
effectively. 

Reconunendations 

I have several recommendations that would move us toward that goal. First, 

Congress must pass legislation designed to protect the health of our forests. We must strike 
a responsible balance between commercial thinning and harvesting, and prescribed fires to 
reduce the fuel loads of our national forests. Second, we must stop using our scarce fiscal 
resources on projects that produce little public benefit, such as handpulling noxious weeds 
throughout the forests. Third, we must reform the Recreational Fee Demonstration Program 
to ensure that local users are not unfairly overcharged, and that the collected revenue is used 
locally, for the benefit of those who paid the fees. And finally, and this is a much longer 
term goal, we need to work on tefonning NEPA, ESA, and other applicable federal statutes 
to clarify Congressional intent for the sake of our land managers, grazers, recreational users, 
and local residents. 

I am sure you will hear several contrasting views today, and all need to be weighed 
carefully. However, I caimot stress to you enough the need to make common sense 
decisions, based on sound science, with the participation of local residents and officials. We 
need to replace shouting and screaming of national politics with the calm and measured 
voices of sound science and local conununity involvement. 

Mr. Chairman, once again I'd like to offer my personal thanks to you and your staff 
for holding this bearing today to hear from the people most impacted by decisions made by 
the Forest Service. I look forward to hearing fom all the witnesses today, and I hope the 
Subcommittee will leave today with a better understanding of what works and what doesn’t 
for our forests and our rural communities. 
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Mr. Horn. Well, I thank you very much for that statement. 

We are going to change the agenda a little, so that the people 
that were in panel three — or four, will start first. We sire going to 
have to he flexible, given people’s travel schedule, sind I wsint to 
definitely start with the variety of opinions we will hesir from psinel 
four, which now becomes panel one, after Representative Hastings. 

So if Mr. Richsird Tingelstad, executive director. Free the For- 
ests; Mr. Ron Mitchell, executive director, Idaho Sporting Congress; 
Mr. Scott Silver, executive director. Wild Wilderness; Ms. Msiry 
Burke, president, Washington Cattlemen’s Association; Ms. Sheila 
Kennedy, manager, Okanogan Noxious Weed Control Board; Mr. 
Maurice Williams, past president, Washington Farm Forestry Asso- 
ciation; and Mr. Fr ank Gladies, president. Independent Forest 
Products Association. We have a sign for each of you and if you will 
just take seats in the order in which I read them off, we will simply 
go down. They are not in alphabetical order, but just who I guess 
was asked first as a witness — ^there is some logic somewhere, I 
think. 

Now since this is an investigating committee, our tradition is 
two-fold. I will be swearing you in before you give testimony and 
we swear in everybody but Members, and I was even swearing 
them in for about a year, but the chairman of the full committee 
thought that was a little much, so we do not swear in Members any 
more, we just trust them, and they are trustworthy. Once they tell 
us something different, nobody ever listens to them. Doc Imows 
that and I know that. So we tell the truth to our colleagues. 

Now the other thing we do is we automatically put your written 
statement in the record the minute I introduce you when we go in 
sequence. We are going to give you 5 minutes apiece to summarize 
that statement. We would like to have more time for dialog auid 
questioning, and you can be sure you will all end up getting 10 
minutes apiece in terms of the questions. 

We have one thing that might intervene and we might have to 
wait with the three last witnesses in the panel, and that is the in- 
spector general of the Department of Agriculture, Roger Viadero, 
has to leave at 1, so we might put him on at 12:30, 20 of 1, and 
we will get back to the panel. 

So if you would stand and raise your right hands. 

[Witnesses sworn.] 

Mr. Horn. The clerk will note that seven witnesses have af- 
firmed the oath. So we will start with Mr. Richard Tingelstad, ex- 
ecutive director. Free the Forests. 
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STATEMENTS OF RICHARD TINGELSTAD, EXECUTIVE DIREC- 
TOR, FREE THE FORESTS; RON MITCHELL, EXECUTIVE DI- 
RECTOR, IDAHO SPORTING CONGRESS; SCOTT SILVER, EX- 
ECUTIVE DIRECTOR, WILD WILDERNESS; MARY BURKE, 
PRESIDENT, WASHINGTON CATTLEMEN’S ASSOCIATION; 
SHEILA KENNEDY, MANAGER, OKANOGAN NOXIOUS WEED 
CONTROL BOARD; MAURICE WILLIAMS, PAST PRESIDENT, 
WASHINGTON FARM FORESTRY ASSOCIATION; AND FRANK 
GLADIES, PRESIDENT, INDEPENDENT FOREST PRODUCTS 
ASSOCIATION 

Mr. Tingelstad. I thank you for this opportunity to testify Re- 
garding the Recreation Fee Demonstration Program. 

For years, we have extracted the bounty of the land by logging, 
grazing, and mining for economic reasons. Now that these re- 
sources have been depleted. Congress commits the same error in 
proposing a program such as fee demonstration, that industrial 
strength recreation will take the place of these uses, for monetary 
reasons, once again, in spite of opinions and biological studies indi- 
cating that recreation damages biodiversity more than any of these 
other activities. 

Congress should not attempt to compensate for its managerial 
weakness in depleting our resources by pointing the finger of blame 
at Forest Service waste or by wringing every possible dollar from 
citizens who retire to the forest for solace. 

The user fee demonstration project is one of a series of proposals 
to privatize and commercialize recreation on public lands. We are 
offended by the knowledge that the American Recreation Coalition, 
with member corporations Disney, Exxon, Chevron, and Suzuki, to 
name only a few, formed to promote the user fee concept without 
public knowledge, and succeeded and gained the opportunity to 
help evaluate the same program from which their members stand 
to profit in such style. 

The health of the environment is especially threatened by the 
Forest Service’s proposed commercial campground plans called pri- 
vate-public ventures. These plans encourage giant campgrounds 
with laundries, sewage dumps, recreation halls, minimum charges 
of $20 per site per night, run by private business interests within 
the national forest, potentially affecting remote areas which are 
among our last strongholds of biodiversity. 

For meiny thousands of rural residents, the national forests, un- 
like national parks, are their backyards. Many drive through the 
forests to work each day, families frequently picnic and camp down 
the road a few miles from home, many earn their livings in the for- 
ests. The idea of paying to walk or sleep on the good Earth in their 
own backyard is, to these people, inconceivable. Congress has lost 
sight of the fact that the American people are not the customers 
on, but the owners of our public lands. 

One memorandum of understeinding between the Western States 
Tourism Policy Council and nine Federal agencies states that they 
will work together to achieve the common goal of advancing the do- 
mestic and international public’s awareness of the travel and tour- 
ism opportunities on the public lands, with £in emphasis upon rural 
areas. Combined with the user fee concept, such documents cause 
rural citizens to wonder if this is not the Ijeginning of the end of 
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their customs, culture, and way of life. Will we eventually be un- 
able to afford to visit our own backyards as we watch international 
tourists come and go? 

The Government betrays the people’s spiritual happiness and na- 
tional heritage by attempting to reduce even nature to a com- 
modity. At the writing of our Declaration of Independence, the ex- 
perience of nature would have been considered not a commodity, 
but a right to liberty and the pursuit of happiness, the right to 
walk and exist freely upon our public lands. 

Therefore, I suggest that the user fee project, if continued, be the 
subject of environmental impact statement concerning the cumu- 
lative effects from corporate development, ski hills, destination re- 
sorts, theme parks, and concession campgrounds within our Na- 
tion’s few remaining unspoiled areas. User fees have become a pop- 
ular concept, but where will they lead? Will crime victims pay for 
investigations? Will firemen be paid by fire victims? Should only 
those with children support the public schools? Perhaps Members 
of Congress should pay user fees for office space, to increase the 
quality of their experience in Washington. 

Free the Forest’s petition to Congress currently with over 8,500 
signatures, which I would like to present today, requests that Con- 
gress adequately fund maintenance of public lands without user 
fees. The parks and forests of our public lands are our Nation’s 
crown jewels and should be treated as such. In their maintenance 
and preservation, the citizens of this country should be the bene- 
ficiaries, not excluded for the sake of corporate profit or inter- 
national tourism. We expect that corporate interests might be dis- 
appointed, but considering public response as we have heard it, we 
respectfully suggest that the good of the public and the lands of our 
heritage are more important. 

Mr. Horn. Thank you very much for that fine summary of your 
statement. 

Mr. Ron Mitchell is executive director of the Idaho Sporting Con- 
gress. Mr. Mitchell, welcome. 

[Note. — For review of the first 592 pages of the Petition Against 
User Fees On Public Lands, please see subcommittee files.] 

[The prepared statement of Mr. Tingelstad and the information 
referred to follow:] 
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Testimony before the Sobcommittee on Government Management, Information, 
and Teehnology of the Honsc Committee on Government Reform and Oversight 
Thursday, Jufy 9, 1998, Wenatchee Convention Center, Wenatchee, Washington 

by Richard Tingelstad of Free the Forests, Twisp, Washington 

Mr. Chsirnviu |aud members of the subcommittee, the members and supporters of Free the Forests 
thank you for this opportunity for teslifimony regarding the Recreation Demonstration 
Program. 

We hold these troths to be self-evident, that all men are created equal, that they are endowed 
bytheir Creator with certain unalienable tights, that among these ate life, liberty, and the pursuit of 
happiness. That to secure these rights, governments arc instituted among men, deriving their just 
powers front tire consent of the governed. That whenever any form of government becomes 
destructive to these ends, it is the right of the people Co alter or to abolish it, and to institute new 
govcmmcnl, laying its foundation on such pnnciples and organizing its powers in such form, as to 
(hem shall seem most likely to effect their s^ety and happiness. 

Wo arc here to alert Congress that, by our own judgment, by the judgment of overS.fiOO signers 
of apelition to Congress mostly from rural areas, and by the judgment of many other citizens who 
have contacted us. the Fee Demonstration Program is destructive to the liberty and the puisui of 
happiness of those of us who live among the National Forests and other public lands. It threatens 
to rob future generations of the privileges we have experienced in freely existing in our mountains, 
deserts, forests, grasslands, and shorelines. We lake this opportunity to stale that alteiation is 
imperative shoiuld the government wish to maintain the confidence of the citizens liTected by this 
program and to re-convince them that the government cares to promote their safety and happiness. 


The gavemment is carrcntly and historically shortsighted in besing land use 
decisions purely upon economics. 

It is the United States government's responsibility to operate in a manner which effects the safety 
of the people. Historically, the Congressional mandates to the Forest Service requiring them lo 
maintain a required level of log production each fiscal year has led to the mining of our forest 
ecosystems. National Forests unable to produce this cut. patticularly during the Reagan years, 
resorted to "highgrading,” a practice which selects the healthiest and most vital trees for harvest. 
This practice has left the forests in a genetic and biological shambles, necessitating decision 
documents such as the current controvcrsisl Interregional Columbia Basin Ecosystem Management 
Plan, which debates the lesser of two evils - whetto to simply leave the forests alone lo heal 
themselves, or to depend upon man’s expensive restorative efforts to save them. Without healthy 
forests, the purity of air and water, biodiversity, and ecosystem balance upon which the food chain 
and health and of the people depends cannot be maintained. 

Our government has failed to look beyond economics to protect (he welfare of the people. For 
years we have extracted the bounty of the land by logging, grazing, and mining for economic 
reasons. Now that these resources have been depict^, wc commit the same error in deciding 
through prograins such as Fee Demo that Industrial Strength Recreation will take the place of these 
uses - for money reasons once again - in spite of opinions and biological studies which indicate 
that recreation ! is more damaging lo biodiversity than any of these activities. See Bio-science 
(volume 46, pages 446-7) by Elizabeth Losos of the Smithsonian Tropical Research Institute, et. 
al. 
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Our Congrcn (houU not “pan the bock” on rciponiibility for the public’s 
he^th and happiness . 

Congress should not shiik its responsibility for the public’s health and environment by pointing 
the finger cf blame at Forest Service waste or by wringing every possible dollar fmm citiz^s 
who retire to the wilderness for solace, in an attempt to make up far lack of fedcrel 
foresightednen. 

Neither should Congress abdicate this respo^bility by passing it on to Corporate America. Safety 
of the people’s healUiy environment is especially cMlenged in the government’s plans for 
Privat^Pubiic Ventures (a spin-off of the Fee Oemo concept of commcicialization of the FonHts), 
in which giant'eampgiounds with amenities such as laundries, sewage dumps, and recreSticni', halls, 
run by large recreation-oriented coreontions, would be cnconreg^ deep witUn the National 
Forest, af^ting remote areas which are the last strongholds of biodiveisity and endangered 
species important to the human environment on our continent. (See the USFS Private/j^blic 
Ventures Desk Guide, July, 1996, Hie Code 2300(7100.) In fiuit, we are highly offended by the 
knowledge that the American Recrealioo Coalition formed in pait to promote the user fed conrsept 
and succeeded, and even more offended that this group ef for-profit corporations (Exxon, Walt 
Disney, American Hot Rod Assodation, etc.) could gain the opportunity to “evaluate" siich a 
program from which their corporate members stand to profit in such s^c. 

The government betrays its people's spiritual happiness reducing even nature to a commodity 

through the Fee Demo program a commodity for which the people must now work harder and 

even longer hours, a commodity which, at the writing of our Dcclantion of Indcpondcnce, wMd 
have been considered not a comtimdily, but a ri^t to liberty and the pursuit of happiness . . I. the 
right to welk lind exist freely upon our pubic lands. 

Undcrstandiiig the difference between national pniks and national forests is 
e nenti al to nadcrstaadiiig Demo. 

’The two ms^or agencies implementing Fee Demo are the Forest Service (Dept, of Agricultanp 
and the National hrfc Service (Department of Interior.) We strongly object to the recent escalation 
ck fees in Nalidnal Parks to the point where visiting the National niks is becoming an excluava 
activity affordable only to the upper middle class, the wealthy, and international tourisisi 

We object even more stroi^ly. however, to fees in die National Forests outside of developed 
campgrounds. Unlike Nahonal Farits, National Forests are not centered around distant and 
spectacular points of tourist altiaclioa which are destinations for a vacation, llte NaKondl Fortsts 
have long bm' a refuge for freedom-lovers: those who decline to battle the crowifa, permili'uig 
procedures, and rigidly scheduled adventures required by the National Parks. Hnudreds of nifal 
communities border or are aunouuded by our National Crests. For thousands of lunl residents, 
the National Forests are in their back yaids. They drive throng the Hncals to work each day 
Many cam their livinp in the Forests. Families regularly picnic and children camp down die road 
a few miles froim home. Many have ridden their hones and walked on the trails for generations. 

For these people, “Nature is not s place to visil, it is home. . . ’’ ( poet Gary Snyder) The idea of 
paying to walk or sleep on the good earth in their own backyard, is, to these people, inconceivable. 

And for the cross-country tnveier, this program has killed all sense of spontaneire and die 
fr^om to move freely about in this way. One must research ahead of time which Farits or 
Forests have ini|dcincntcd a fee pronam, find out what typea of activities require permits in each 
separate area, figuro out how and where to acquire a pennit ahead of time for each area, or risk the 
chance of using the Faik or Fbrat illegally by accident or through necessity, should one decide to 
make a spontaneous trip. Rather thin I .and of the Free, the USA has become Land of the Fee. 
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Data from the Fee Demo project doee not appear to be reliable. The data does not 
dietingHMh between wHIIngness to pay and payment dne to inlUmldatlon. 

Members of Congress should be aware thnt the data presented by the Forest Service from this 
“experiment" ^o^d not stand up to any sciendilc standard. Since we are moat familiar with the 
Okanogan program, wc will use it as an example of why the data which has been and will be 
presented should not be taken at face value. 

The program has been described as an experiment to determine what the public is willing to pay for 
recreation. This data that is being taken, however, describes how many DO pay rather than now 
many ARE WILLING to pay. 

1. Many do not pay, have received multiple warnings, and do not appear on the record as opposing 
the program beuuse they do not receive a citation. 

2. Those who do buy a permit, even if they do it unwillingly and only to avoid breaking the law, 
are counted as data in iavor of the program. 

The wnming tickets which are issued are unnecessarily intimidating, slating that the violator 
will be ill violation of the Code of Federal Regulations if a permit is not purchased retroactively. 
Consequences or alternatives are not revealed. If the oflender is sufficiently intimidated and pays, 
he or she is counted as data in favor of the program, even if paying unwillingly, 

4. : The intimidation employed to “encourage” people to pay is apparently without basis, so it Is not 
a fair measure.' Although the Okanogan National Forest has publicly stated that they expected 
better compliance during the summer of 1998 because of increased enforcement, the forest 
estimates that compliance at tiailheads is still only about 50%, and there appears to be no 
enforcement. 

5. The way the Methow/Okanogan program has worked, it has almost resulted in "bribery" of 
those who frequent developed campgrounds to favor the program. When the fee for overnight 
parking in the Melhow District was instimted under Fee Demo, the existing higher nightly fees for 
developed campgrounds were dropped. Now a camper who stays in a developed campground in 
the Methow Oistnet pays the same as someone slopping to sleep in his car alongside a Forest 
Service road or camping in a spot with no fire ring, water, or toilets. Of course the users of the 
developed campgrounds are thrilled to be paying less than they were before the program, so they 
willingly buy a permit and are counted as data in favor of the program. And it is not difTicult to 
figure out that the lower income and less vocal forest patrons are feeling the pinch. 

The Okanogsin National Forest Fee Demo program is an example of a program 
Which docs not appear to be fiiuuicially snccessful. 

According to documents received from the Okanogan National Forest in March of 1996, the total 
income received from the Okanogan Pass was $7^7221 This did not take into account adjustments 
for vendor refunds or for the $40,500 which was at that time to be returned to the T reasun; and 
Okanogan’s share from the Regional Pass was unknown at that dme. For start-up costs, $91,000 
was requested And $75,000 was allocated. A valid question might be how the program will survive 
when start-up funds are no longer being allocated. 

An understanding of the difference between mral and urban arena is 
bawntlal to understanding problems of this program. 

The data being given does not account for the effects of the differences between urban and rural 
areas. For example, the Mt. Baker -Snoqualmie National Forest gains substautial income from 
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those who buy their pennits in Seattle, even though these outdoorsmen may recreate in different 
parts of the Region. Becauss of their higher income from the fees, the Mt. Baker-Snoqualmie has 
done mote thah the usual number of trait improvements recently. Residents of Seattle have seen 
some of these trail projects in the ML Baker, close to home, and arc inipressed and sometimes 
disposed to comment favorably upon the program when they visit t.Se Okarmgan. They do nrn 
rcerixe thru Fee Demo is not having this effect upon other National Forests, but their opinions 
count for slot ance they greatly outnumber ru^ Forest users. 

Rural residents have frequently chosen to forego mote lucrative employment to live near the 
Forests, where 'outdoor recreation has been affordsbie on a low budget. But now rural residehts 
arc suppowd to pay, and pay equally, with those who visit on their 2-weck vacations fteim 
lucrative jobs in (he city. Rural America is a minority diat must be crmsideied regarding this 
program. Uke'any minority, they are at a disadvantage in being heard. 

Finally, various Memoranda of Understanding between govenunent agencies and the private sector 
seem to indicate movement in directions of which the people have had no knowledge and in which 
they have had rio voice. One such MOU between the Western Slates Tourism hlicy Council and 
nine government agencies stales as its purpose: “The agencies and the WSTPC desire to work 
together to achieve the common goals of advancing die domeatic and INTKRNATIONAL public’s 

awareness of tKe travel and tourism oportunities on the public lands WTTH AN EMPHASIS 

UFON RURAI I AREAS. Combined with the User Fee concept, an MOU such as this causes mral 
cilizens to wonder whether at some point wc will suffer the same fate as indiKnmis people in third 
world couniriesi unable to afford “recreational opportunities'’ in our own backyaid as wc watch 
inleniational (oUtists oome and go. 

Has Congress considered the logical eoBclnsions of the User Fee concept? 

User fees have become a popular concept, but how far does this conc^t go, arid where does it 
lesd? Will Users eventually support the public libraries? Will crime victinu pay for criminal 
ioveatigations? Will firemen be paid by fire victims? Should only those who have chilriren 
su^on the public schools? Perhaps Congress could pay User Fees for office space while in 
seuion, to increue the quality of their experience in Washington. 


Sags cstionx for Forest Income 

We offer the idea that many people would mote willingly pay a voluntary fee, which would avoid 
the expense of a mandatory program and the bitterness it has created amongst taxpayers who use 
the forests. 

A US Forest Service employee auggested to ns an opdon on iucome tax forms whereby lax payers 
could choose to have St of their tax money go toward maintenance of our public lands. 

The Free the Foebets peddan to Congress requests that Congress re-evaluate its priorities and 
adequately fund |nainlenanoe of our public lands. The Parka and Forests of our public lands are the 
crown Jewels of the United States of America and should be treated as such. And in their 
maintenance and pteservadon, the ddzens of this country should be the beoeficiaties, not excluded 
for the sake of inwraadonal tourism. 

We (cel that if Congress so chose, (he intellectual resources could be found to come up with other 
creative ideas which would be much more accqrtable, equitable and efficient than the ke Ucnio 
program. We would expect (hat private corporate intcresis might be disappointed, but wc 
(cspectully suggest that the good of the public and the lands of our heritage arc more important. 
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Petition Against User Fees On Public 

Lands 




We, the undersigned, object to the proposed collection of ndditiofial 
user fees (for parking, l)iking, camping, riding, etc., Public Law 104-134) 
outside developed campgrounds on our public lands (U.S. Forest 
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and 
Wildlife) for the following reasons: 

A;? U.S. cili/.i'ns, \vc niroiuly |t:iul taxes (ot protvssidital ttiniia(^etiion( i)f uiir |>iil>lic lands. 


* < •m i* li-os nil* iinpIciiK'nlotl, ]itsli>iy !>as jsliowti they increase over lime. While pin|'i*'ieil lees niiiy nnl 
seem eshavaj’.niil In stjme nnvv, we have watched fees at i»lher sites, i.c. National I’aiKs, iloiiMe in <*ne 
\ e.n 


* We lu'lieee it is IIh* i I p, lit ot all Americans to have lice access to these lands, not the iij',1'1 of only 
Ihosr who can adunl to pay tee.s. 

* We helic\'o it is unlikely that the planned lee program will bcnclit lhc.se pnlilic lands, llisloi)’ 
sIhmvs fees returning tu the general fnml once a lee pri'grnm is established. Ue.spite claiin.'s that mom?)' 
will tetuin It' the site where it was collected. Congress historically cuts tlie ap.emy's opetalinj; bml|’,et 
h)' the same amount as the amount of fee money reltirning to the site. 

* We oppose plans to charge users of backcoimlry and undeveloped areas to pay lor develi'pmeiit ol 
eampipoimds and "lionl cotinliy" (hoy aie not, niul may have no inlention of, u:;ing. 


*We hi*lie\'o that Coujpess should rc-evaluate ils prioiillcs and allocale sulliciont InmI.s lor the propel 
mnnajpimcnl of these cherished resources, helil dear by all Ameilcan.s. 


SIGNATUnE 

PIIINTEU NAME- 
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Mail rvhen full or by 11/15/98 to: I’cliliun, Box 1324, 'I'wisp, Wa. 98855. Copy and distiibule. 
Addilion.il copies: Above addioss or .5ll9-997-44Z'5. Drive continues thiu end of lest piogiain. 
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Petition Against User Fees On Public 

Lands 

We, the undersigned, oO/ecf to the proposed collection of additional 
user fees (for parking, hiking, camping, riding, etc., Public Law 104-134) 
outside developed campgrounds on our public lands (U.S, Forest 
Service, Bureau of Land Mariagement, U,S. Park Service, U.S. Fish and 
Wildlife) for the following reasons: 

* As U.S. cilizct)^, \vc linve nlrendy pnid Inxus for profcssionnl in.ihn|*cniL'iil of our piililic hinds. 

* Onco (cos nrt* inip)ctiion(cH, liislory lios shown Ihcy iiicreosc over Htnc. W^iiii' proposed fees in.iy not 
sc’cio CNlrovnf^niil lo .some now, \vc linvv wokhed fees at oilier sites, I.e. NalionnI Parks, douldc in one 
year. 

* ^Ve believe il is (tic ri{*lit of nil Americans (u hnvc (rcc access (o (licse lands, not (he rip, hi of only 
(hose who enn afford lo pay foes. 

* \Vc believe il is unlikely (hal the planned fee program will benefit those public land.s. I lislory 
shows foes reinrning to the general fund once a fee program is «.slablishctl. Uespile claims (hat money 
will return lo the site where il was collected. Congress hisloricnlly cuts the agency's opcriding budget 
by (he same amount ns the amount of fee money returning to the site. 

* Wo oppose plans lo charge users of bnckcouiitry and undeveloped areas lo pay for develnpmeul of 
campp, rounds and "frunl countiy" Micy are not, and may have no inlenliun of, using. 



We believe that Congress should re-evaUiale its priorities and allocate sufficient funds fur the proper 
manap,emcnt of these clierishcd resources, iicld dear by all Americans. 



Man when lull or by 11/15/96 to: I’elilion, Dox 1324, Twlsp, Wa. D8856. Copy and distribulc. 
Ailditiniinl copilcs; Above address or509-997-4425. Drive continues ttuu end u( test program. 
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Petition Against User Fees ^Qin Public 

Lands \ ^ 


IV(.>, //i(? uiidcisigned, object to the proposed collection ol additional 
iir.cr lees (lor parking, hiking, camping, riding, etc.. Public Law I0'l-I3‘l) 
oulr.lde dcl/eloped campgrounds on our public lands (U.S. rorcsl 
Service, ILurcau ol Land Management, U.S. Park Service, U.S. Pish anil 
Wilditle) lor the .lollowlng reasons: 

A:- I'.lv l ili/fii'-.. wf iiliiMtly pniti laM'S Ittr |ilol4'S^ifMt:it iiiaita[M’t)a'Mt of ma |>al>[ii Imik!-.. 


I '(lie Ilf*; .»i I' )ii<^tory liijs .sliowii lliey int'KMHi’ ovn tiiiio. Wliili* ]>i In’s m.iy nul 

M'i’iM cNli.n In lunv. uc havi? wMlilini cs I'll silos, i.o iNJalioiutl I’.n 1.';, iloul'U* in unc 

\IMV. 


\Vr I'l'lirvc il i'. llic iii’,1'1 nf .ill Aiu«'iic:M)s l(» liiivtf Ircir aO'Oss lo Uio:.o l.iml;;, imt llio ii|',lil »»( unis' 

lhii',1' will) (Mil .illim) Id [i.iy f)-i*s 

* Wo Itoliooo il is nnliUoly lli;il llio (tlanncd let* |)in);tain u’iH boncfil llioso I'nililio l.nnls, lli'.lur\' 

■ilunvs loos loininini; In llii- |»onorjil (tind tnicc n fee if. c;.lnbli?duH!. olnini'. Ilial iiiimi'v 

will lolinii In llio silo wlioio it was odledcd. Conp.rcsr. hisloitcally cnis llio n};oncv's npoi.ilini’, 1 'imI|;o 1 
by Uir Siino' aiMnnnl ir Iho aitnmni <»f fro nnmoy ivtiirMiii}*, lo Uio sllc. 

* Wo u|'|>n:'.'' pi, no; In ;,hni j;o usris of bnckcounliy and imdovolopcd aioas lo pay for dos'olnpim iil nl 
( iiinpipnnndii ainl "(itnil iininliy ' linry aro not, and may have no inlenlion (d, n.'.in|;. 


U'r ln'lios'o lli.ll { nniposs shniiUI tf ovalnalo ils piiotillos niul allocalo •ndfitioni funds for llio pmpoi 
fnanaf'.oinoiil of (hose elioiishoil u-snotoo-s, lield dear hy all Aineiicans. 


0 -ninll 



Coc/y Wi 22^H 


Ci\ r p fy rt i?e. J J I s 







Jrm h/il'-fy 




P c, LLj e I' 


'(H 


{^0 ^ - 




il 




A ctr c yo 



.■liol, l.y ll/ir,ftll lii: I’l-liliiiil, Uti.x 132.1, 'livisi,, IvS, 'JIIII3I,. Ciipy .,inl ilisl i il.iili- 

/\iliiilii)ii,il ^npii-;; Al’iii'o n<!dic?;s lU Diive cnnUnuo.s llm? end nf lost pini’.iani. 
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Petition Against User Fees On Pubiic 

Lands ^ 

We, the undersigned , . oblecl to the proposed collection ol additional 
user Ices (tor parking, hiking, camping, riding, etc.. Public Law 104-134) 
outside developed campgrounds on our public lands (U.S. Forest 
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and 
Wildlife) for the following reasons: 

* As U.S. \vv linvo ,ilru:iily it-ixes fur iirufrsslunut lllnnu)^CMlL'lil uf iiur liiiuh. 

( liico nro iinpk'inriilcd, hislor)' hn.^ ftliowii they tiicrcflsc over lime. While prtiposetl fees niiiy luit 
seem o\(i'nvii(*,nnl lo some now, wc have vvnlcltcil fees at other sites, i.e. Naliohnl Tarks, ihmhle hi one 


We I'elieve U is the ripjil of all Americans to have free access to these lands, not the ii|>,ht of only 
llu»sr who run nlloril to pay fees. 

* We helicve it is unlikely that (he planned foe prtigrain tvill benefit these public land.s. History 
shoivs fees rctnrnint* to the general fund once a fee program is established. Desjiile claims that money 
will lelnin to the site where it was collected. Congress lustoricnily cols the agency's operalini; budget 
by the same amount as the amount of fee tttoney returning to the site. 

* Wc oppose plau.s to charge users of backcountiy and undeveloped areas to pay fm development of 
campy, toutuls and "front countiy" they arc nut, and may have no inlcntUm of, using. 


*\\’c believe Ibal Congress sboitid rc-evahialc its priorities and allocate sufficieiil funds for the proper 
managenieni of these cbeiisticd resouices, held dear by all Ainvrkans. 
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Petition Against User Fees On Pubiic 

Lands 



IV(?, l/if? undersigned, object to the proposed collection of nddilionnl 
user lees (lor parking, hiking, camping, riding, elc.. Public Law IO^-13'I) 
nulside ricveloped campgrounds on our public lands (U.S. Forest 
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and 
Wildlife) lor the following reasons: 


A;- I'-i, tili/t’ii'i, liilvi' ;ilii'iuly paul la\L*u far 3llaiia|;ciiirnl iif mil |iiili|ii- I.iiiil'i. 

‘ I 'lit !■ :ii i> iMi|>li'iii(>iil<Ml, V kIiowii they imrrnso ovt’i rinio. Wliili- |>i Iri's m;iy m»l 

lo r.(>:nc lunv, »vc have ivatolieil fec5 al t»lhtJ cik’.'iy i-V. Niilioiiiil I’tiil."., ilinii'lo in i>m- 

V'MI . 

‘ \Vr ll iv llu* <*( atl AiHviicau*; lo have <icc acccnr* U> tlivsc I.muIs. luit lliv liyJU i*( iMily 

lh<*M‘ wlui fan alliml lo pay (vw. 

* We hrlicve il is unlikely lhal Ihe |>hini(e(l fee proj'iaiu ivill benelil Ihese pnhlii: lanils. 1 lislory 
shoivs fees i iMni ninj', lo Ihe (•«*ne»al Jujul once ft fee |>ro(;raai» if. er.lablishvil. UcNpIle claim.i llial momn 
will M-hun In Ihe site wheir il was cuUedeil, Coiij^rcs* hisUMkally cols llu* ay.ency's Ojn ialini; l»inl|;fl 
hy llu* same ainonni ns the ammu\l o( fee numey rcliiriMiif* to Ihe site. 

* IVe opposi,' plans lo chaip.e usets «f hackcouiilry ami iimicvelopcti aiens In pay for ilevelnprneiil ol 
fiUnpi’.HMUuli. ami 'honl enunhy" they an* luil, ami may have «« mlenlinn o(, nsin);. 


MVe helieve lhal ( on|;iess shonUi re-ovaluftlv ils pnuiilics niul aliuciile suffiiienl fttmis lor the pinpei 
maiiii(;eiiieril of (hose cherislied resourct'S, hehl dear by all Americans. 
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Petition Against User Fees On Public 


Lands ^ 


IVi?, llw undersigned, object to the proposed collection of nddilionnl 
user lees (lor parking, hiking, comping, riding, etc.. Public Law lOil-IS'l) 
oidside developed campgrounds on our public lands (U.S. Forest 
Service, Bureau ol Land Management, U.S. Park Service, U.S. Fish and 
Wildllle) lor the lollowing reasons: 


Av- U.S. I'ili/i'tir., WL' liiivi’ piiiii la\t‘S l»r proff^sitinal inadafp'iiiiMil itf imii laiiits. 

I >m r (ri''; :iii> liisloiy Itas r.I«o»vn they iiUTtsisc over time. While lees in;ty mil 

.".ei'in evtMvi)|‘,iuil Id r;()(ne iiou'. we have walchecl lees al other sites, i.e. Naliun.il I’iiilei, ihmlili' in mte 
v e,n 


' We hrlieve il is the iij*ht uf all Americans U* have lice access to these l.uuls, mil the lii^ltl ot only 
lhi«’:t> whn I'lm allnnl In jiay (ees 

* We Im'Ucvc il is unlikely that the tilaimeil Icc proy/am will heiielil these puhlie laml.s. llislni)’ 
shun s lees {oturnMij*, to the I'enomI haul oiicc ft fee program is cslabllsheil. lX*.’i|»ile claiirei Ihal imMiey 
\vill letiiiu to the site wheie II war. colleclerl, Couj’rcss hisloricaily cuts the ap, envy's nper.itini', hmlip l 
h)' the siune ainminl ns the nmmmt o( fee money retiirniii)* to the site. 

* We oppose plans to «.han;e users of backcouniry ftiut umkwdoperl aieas In pay lor (levelopmenl of 
I'iuiipi'.ionmls ami "fioni vounhy" they .me not, .*nul may hnvc no inlention o(, U!;in|>,. 


' We lu'lieve that ( onipess should re*evahmle its prioiilies nml allocate !mfficienl funds loi llu* proper 
miuiac.ement of these cheiishetl resources, held dear by' .Ml Americans. 
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Petition Against User Fees 

Lands 



IV(?, llic iiiulcrsigned, object to the proposed collection of nddllionni 
user fees (lor pnrlilng, hiking, comping, riding, etc.. Public Low IO't-13‘1) 
oulsidc developed campgrounds on our public lands (U.S. Forest 
Service, Bureau of Land Management, U.S, Park Service, U.S. Fish and 
Wildlife) for the following reasons: 

As \l.!v \VL’ liiivf aliiMity paid la^ss (or |mdrssuii)al ftiaiiapuiiiaiil nf <1111 piililir land-:. 

4 <iic I- f' c'i iiti* i;ii|i|i>ini'iilr(l, liisioty Iwtr. ;;lHivvn iitvy uvi*) iinii*. WMiilr ii'o; in.iy iii>l 

M-i'Mi cxliin (41 .'■(iinr iiiiiv, iiavr ivnldiiMl ft'cs sik'S, Lt*. Nnliiiiiiil I'iirl.s, tloiilttt? in isiic 

yi'.ir. 


‘ \Vc Im-Iij'V'i' it js Ihi' ii(;lil 4*1 iili U» Itnvi! lice access U> lltcsc I. mi!!;, n**l Um* **! inily 

ilni'.i' i';\n iiUoii! io pay (I'rs. 

* Wi* liflk'V'o il is imlikoly Uwil llie ptanned foe prn|*raiii wUI benefit these |>iihlitr liihils. IlisUtiy 
slii'ws Ires ti'limiinj* to tlii* ip’oeva! (mui once ft (ec program is estabiislietl. Oir.spite clnims inimi') 
will nMnin to the sih' wliero 11 wns collected. Congress historically cuts the a|;ency'K 4»|ieri»tiii|; l*iHl|',el 
l>y the same iimimnl nr. Itu* anmiml <•( fee money rclurhtii(; to the site. 

' Wi! iippose I'liiiis to 4:hnip,e iisets 4i( hackcouiilry and iindeveioped areas In p.iy (nr dceelopmeid nl 
4 ampi;ummls amt "(umt cnnntjy" thiry are not, and may have no inlentinn of, iisinj*. 
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Petition Against User Fees On Public 

Lands (f^ 

IVp, llie undersigned, object to the proposed collection of nddilionnl 
user fees (lor perking, hiking, camping, riding, etc.. Public Law 104-13^1) 
oulside developed campgrounds on our public lands (U.S. Forest 
Service, ISurcau ol Land Management, U.S. Park Service, U.S. Fish and 
Wildlife) lor the lollowing reasons: 

j\y. U.S, ( ili/.i'li?;, \VL’ lliivc Hlri'iuly lor |iro(ossioiial lnnii;i|‘oiiu'Ml of uiir [Miltlir l.uiit':. 

* I 'iM i' li i'N ill I' Mn|>!i'iit<'ti|('il, liifvliiiy r.lii'u'ii lhi*y incrr.TSi- ovi-i Unu’. Wliilr pi i*|*i*m iI li-i‘>; ni.iy m>l 

•irt'iii i‘\li;u ;i|;.iiil Ui riiiiMr imiv, we Ujive fecs ill iiIIht siles, t o. Ni'tlioiiiil iloiil'lc in diu' 

\ I'lif 


‘ \Vi- liclii'vo il IS Mil' I'f 5»U AnteiicHits lo Itavc lieo itccesr. lu lUese i.tuds. mil llie ii|',ltl t'l only 
llin-.i- ivlm i-jin .illiiiii Id pay foes. 


* We lielieve il is tmliUely llutl llie pliiniietl (cc pt<n*rjtin will benelil llicso publio Liml.s, llislmy 
sliMws lees i eltii Minp, to fhe ((iikI oitcc n fee prep.rniti in enhibltnliotl. Oespite cliiiiii'- llml mmii’v 

tvill leliMn Id llie silo whoip il w;in collecletl, Omp/esfi liisUniciilly ctMs tl»o ii|;enC)’'!J upei .tlinj’, Inulip l 
by llio same animml nn llx; iiimmnl el (ec money reltiiiiin(; lo llie she. 

We oppose plans lo tlwnp.e nsom ol bnckcouiiliy mul uiulcvclopcil mi’iis li> p.ny bn tloeeiopinenl ol 
oampiptMiml-! ami "(ninl emmliy" lliey sue nol, aiul may have iu> iuleiUion ol, iinin|;. 

* We bi'lieee lli.il ( '(in|pens shmiUl ic-eva1onlc ils prionlicn »ml iilltjcale noKicienl liimis loi Ibe piopei 
mim:t|',emeiil of llu'se cbeiisbctl restMiicen, lieltl ticar by all Ainehiimn. 


[jic.NArmir: 


ADDMESS 


c-ninll 




\ RiAar4_Lr._S.iW. 

C.iiiilbr- 0LLnn 

.. *'/>’ Men. irnii'/' 
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Mail wben full oi by 11/15/98 lo: rptiliuii, IJox 132'1, 'I'wisp, VVa. 98115(1. Copy ami tlisliibule. 
Aiblillon.il copies: Abot'c ntbbcss or rilW-997-M25, Drive cimlitmcs IbiuXnd ol lesl pio|’,tain. 

/S • <^2~/exr ^ 
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PETITION AGAINST USER FEES ON PUBLIC LANDS 


We. the undersigned, oljocl to the p ropo se d ooltedion of additional user fees (for parking, hiking, camping, riding, 
etc.. Public Law 104-1 34) outside developed campgrounds on our public lands (US Forest Service, Bureau of Lai^ 
Management, US Park Service, US Pish & Wildlife) for the foltowing reasons; 

c> 

** As US citizens, we have already paid taxes for professional management of our public lands. 


** Once fees are imirieincnted. history has shown they increase over time. While p rop o se d foes may not seem 
extravagant to some now. w have watched fees at other sites. I.e. National Parks, double in one year. 


** We believe it is the ri^t (ri* all Americans to have free access to these lands, not the right of only those who can 
ofTord to pay the fees. 

** We believe that it is unlikely that the fee program will beiKfit these public lattds. History shows foes returning 
to the general fund once a foe program is established. Despite claims that the money will icturn to (he site where it 
was colloclod. Congress historically cuts the agency’s operating budget by the same amount as the amount of fee 
money returning to (he site. 

** Wc oppo s e plans to charge users of backcountry and undeveloped areas to pay for development of campgrounds 
and '‘front country” they are not, and may have no intention of using. 

** We believe that Congress should reevaluate its priorities and allocate sulTicicni funds for the proper 
management of these cherished resources held dear by all Americans. 


SIGNATURE PRTNTFnNAME ADDRF-SS E-MAR. 
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Mail when fti/I or by If/1 5/98 io: Petition, Bwe 1324, Twi^, Wa 98856. Copy 4^ Distribute. 
Additional copies: Abo\address or (509) 997-4425. Drive cotjlinues thru end of test profp-am. 
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Petition Against User Fees On 

Lands 

We, the undersigned, object to the proposed collection ol additional 
user lees (lor parking, hiking, camping, riding, etc.. Public Law 104-134) 
outside developed campgrounds an our public lands (U.S. Forest 
Service, Bureau ol Land Management, U.S. Park Service, U.S. Fish and 
Wllditle) lor the lollowing reasons: 


Pubiic ^\)^ 


* As U.S. citizens, we have nliendy pflid lo\es for profc^^sionoi luannj'einenl of our public Innds. 

* Once feg.s ore hnplei^ienled, hl.slory hns shown they incre.ise over time. While proposed fees mny luil 
seen^ evtrnvnganl to some now, wo have watched fees at other site.s. i.c. Nnlional Parks, double ii^ one 
year. 

* Wc believe il is the right of oil Americans to have free access to these lands, not Ihc riglU of only 
those who can afford to pay fees, 

* We believe il i.s unlikely that the planned fee program will benefit these public lands, l-listury 
shows fees returning to the gei^eral fund once a fee program is e.stablished. Despite claims limt money 
will return to the .site where it was collected. Congress historically cuts the agcncy'.s operating budge! 
by the same amount as Ihe amount of fee money returning to Ihc site. 

* We oppose plon.s to charge users ol b.K'kcountry and undeveloped areas to pay fur development of 

campgroui\ds and "IrnnI country" they are not. and may have no intention of. using. ^ 


*VVe believe that Congress should re-evaluate its priorities and allocate .sufficient funds (or the proper 
managemeni of those cherished (es»»urces, held dear by all Americans. | 
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Mr. Mitchell. Thank you. I have a photograph I would like to 
enter for the record. I believe you have two of them up there. 

Mr. Horn. I hope we can print it, I do not think the Government 
Printing Office is up to it right now, but we will try to. 

Mr. Mitchell. We can provide smaller ones, they are less expen- 
sive. I will refer to that photo in a moment. 

Mr. Horn. Well, we vdll put it in the record at this point, with- 
out objection, and then it is just up to the printers. 

Mr. Mitchell. OK, thanks. 

[The information referred to follows:] 
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EXHIBIT A 

Aerial photo of the West Side of the Payette National Forest, Idaho 
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Mr. Mitchell. I am the executive director of the Idaho Sporting 
Congress, which is a citizens group that represents outdoor 
recreationists and some guides and outfitters, mostly hunters and 
anglers, and for 15 years I have worked full time as the executive 
director interacting with the Forest Service. I have a pretty good 
idea of what the agency can and cannot do. We spend a lot of time 
in Washington, DC, working with the Forest Service, testifying be- 
fore Congress, eind a tremendous amount of time in Id^o and 
Montana negotiating and sometimes having to litigate with the 
Forest Service on their management. 

The National Forest System was established, as you stated ear- 
lier, Congressman Horn, for the benefit of the American people. 
Teddy Roosevelt was the prime moving force. The idea was to es- 
tablish a public commons that would provide a continuous supply 
of water and a continuous supply of wood. Later on, there was ad- 
ditional legislation in 1970, the Multiple Use Sustained Yield Act, 
which recognized that there were other values that the American 
people wanted from their national forests, and so that was codified. 

In 1973, there was a court decision called the Monongahela deci- 
sion, and this came about because the forests of the Nation were 
being clear cut very severely and the court at that time came close 
to beinning clear cutting, based on an 1800’s law. There was a com- 

K romise struck and in 1976, Congress passed the National Forest 
lanagement Act, which ostensibly was going to make clear cutting 
just a rarity and exception, to be used only when it was the opti- 
mum logging technique. Hubert Humphrey, Senator Hubert Hum- 
phrey, rejoiced and seiid, “The day has come now when the forests 
are not just timber for lumber, but it is a living, breathing forest 
with all of its aspects recognized.” 

But it did not work out that way. The national forest pleins began 
coming out in 1983, at about the time that I became involved in 
this work, and after 15 years under NFMA, clear cutting is now the 
major, and continues to be the major silvicultural tool of the U.S. 
Forest Service, at least in the West, where I am well acquainted 
with what is going on. 

This photo that I have here is the west side of the Payette For- 
est. Now when I was a 15 year old boy — this is peirt of the Weiser 
River drainage — this was a fabulous trout fishing place with bull 
trout, rainbow trout, wonderful elk hunting, and there were no 
clear cuts. Today, the trout in this area are endangered, they have 
been listed under the Endangered Species Act, the bull trout. The 
rainbow trout are gone, the elk hunting seasons have been short- 
ened from 3 months to about 1 week. The area has been dev- 
astated. 

This brings us to the fee concept. We, the taxpayers, paid to have 
a small tiny portion of the American public-private corporations 
come in and devastate this and now we are being asked to pay fees 
to go to this kind of habitat. Yes, there are wonderful, beautiful 
areas, but there are many thousands, hundreds of thousands of 
square miles of land that have been decimated like this. 

I think to make an analogy that really crystallizes this, the 
whole fee proposal is as if Congress were sa 3 ring to the American 
people, tell you what, we are going to charge you a fee to get into 
the national parks — that sounds reasonable — ^but when you get 
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there, you are going to And out that we have also taxed you pre- 
viously to go in and destroy the fish and the wildlife and the sce- 
nery and the hunting and fishing values that you are coming to the 
park and that you are now paying a fee to see. That is a crazy deal, 
but that is reaUy the situation that we are in now. 

The Forest Service hopes to raise $40 million this year through 
the fee program. That amounts to about 2 percent of the $2 billion 
out of the Forest Service’s $3.3 billion budget that goes to support 
the timber program. We could cut 2 percent from the timber budget 
and gain the $40 million that they want to get from the fee pro- 
gram. 

And to close, I want to say that I think that things are really 
out of kilter here. We need to take a long-term perspective and end 
the subsidy for the tiny minority of timber and grazing entities 
that su^ destroying our national forest values — end that subsidy. 
We will then find that maintaining the other amenities of the for- 
ests is not all that difficult and is not all that expensive. I do not 
believe that the Forest Service can manage a fee program. They 
have proven over the past 15 years to me and before Congress in 
numerous hearings and General Accounting reports and inspector 
general reports, that they are entrenchantly operating on an illegal 
basis. 

I have included an addendum which illustrates some of the ongo- 
ing corruption within the Forest Service. It demonstrates what 
their own chief law enforcement, John McCormick, said in 1992, 
was that they were an outlaw organization. There is also a report 
by one of your colleagues — the report is not enclosed but I do refer 
now to a report by Carolyn Maloney, that has been done on an in- 
spector general report, and she does have that and it does confirm 
many of the allegations that we make in our addendum. At least, 
that is my understanding. 

Thank you. 

Mr. Horn. That will come up when the inspector general testi- 
fies. 

Mr. Silver, Scott Silver is executive director of Wild Wilderness. 
Welcome. 

[The prepared statement of Mr. Mitchell follows:] 




Tes limony of Ron Mitchell before the 
y ouse SubcoTnmittee on Government 
Management. Information and 
Technology. July 9, 1996 . 

My name is Rm Mitchell, residing at IBOB N. nth Avenue in 
Boise, Idaho. Ian here representing the Idaho Sporting Congress, 
of which 1 have teen the Executive Director since 1983. During 
chose 15 years the Idaho Sporting Congress has worked full-time on 
National Forest i isiies . Vfe consented on and appealed the first 
forest plans issued in the Nest after the passage of the National 
Forest Management Act in 1976, appealed many timber sales, 
negotiated in Wasl.ington D.C. with representatives of the timber 
industry over final forest plans and wilderness legislation, 
testified before C ingress on numerous occasions, and have litigated 
against Forest Sex vice logging plans. 

Most recently we won two lawsuits in March, 1998 in which the 
Ninth Circuit Cour : of Appeals ruled that the United States Forest 
Service (USPS) vio.ated the National Forest Management Act and the 
National Environmi ncal Policy Act (NBPA) by logging old growth 
forest, and by proposing to log without first revealing damage to 
fish habitat . 

In short, the Idaho Sporting Congress and Forest Service have 
become practically attached at the hip, and we are all too aware of 
the agency's behav .or and what can and cannot be expected of it. 

The issue of :harging the public fees to use National Forest 
System (NFS) lands is a stop-gap concern over a short-term interest 
in cutting federal spending. The issue should instead be addressed 
from a long-term p< trspective . 

What is the pr Lneiple underlying the current funding scheme of 
general federal revanue support? Should that principle be replaced 
by another? And i: so, under what conditions and to what extent? 

The NFS was istablished at the turn of the century as a 
response to defore itation and consequential flooding and loss of 
sustainable timber supplies . The stated purpose of establishing 
legislation was to rreate a public coenmons to provide a continuous 
supply of timber ar d regular flows of water for the nation. 

The NFS's chl« £ proponent. President Theodore Roosevelt also 
understood its val« e for wildlife and citizen enjoyment, and was 
intimately acquainted through hunting and fishing with many of the 
forests he set asids for future generations. 

In Che legislative aftermath of the original enabling 
legislation it has .ong been judged chat a multiple-use management 
policy merited funcing from all users, i.e. funding from general 
appropriations. AIL pay, all benefit. 

However, it is indisputable that, at least since about 1950, 
the NFS has been I managed as a timber producer for private 
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corporations. Andiall of the people have paid to support the NFS's 
management for thel nearly exclusive benefit of a tiny minority of 
the American citirsnry. 

This inequity is currently at the most severely akeved ratio 
in our history, vith about 1% of the nation's tivaber supplied by 
the while tha^ portion of the NFS's budget consumes- • if all 
tin^r support is :ruly included- -about S0% of the funding. 

If the fundine formula la to be changed, if the principle that 
all the citizenry >enefits equally Is in creation, and therefore 
equally shared fun ling should change, basic questions of equity 
must be answered a< the outset. 

If a fee-funding principle replaces general funding, then all 
users should be s suitably charged fees that cover all costs. 
Timber users ahoulc be assessed fees that cover their costs, and 
fishing and hunting and sight-seeing users should contribute their 
absolute costs as well. That would be fair. And perhaps there 
should be a price I reak for elderly people on fixed incomes, and 
for children and ox ahanagea and so on. 

However, this is not what ia being proposed and tested on a 
trial basis. The proposition is that we the general public 
continues to siibsit ire that tiny yet wealthy minority of timber, 
grazing and mining corporate interests, while also paying for our 
own use . 

Such a formula violates not only sophisticated principles of 
jurisprudential legil equity, but more basic human principles of 
fairness that schoo . children learn on the playground. 

It is clear fict. established in numroue public scrutiny 
documents, from Cone resalonal canmittee hearings such as this one, 
to General Accounting Office and Inspector General reports and 
citizen oversight leports. and indeed from confessional fiscal 
reports wrung by con iressional outrage and insistence from the USF5 
itself, that industrial users'-that is the graaers, loggers and 
miners- -are not paying the coste of providing for their use, and 
documented of the NFS . 

Furthermore it a indisputable, indeed it is self evident form 
USPS admissions, thi t industrial users have dramatically reduced 
the NFS Inventory of resources available for other usere . In plain 
words, industrial us irs have, since World War IJ severely depleted 
not only the basl< : NFS reeources of stable watersheds and 
continuous timber supplies, but most certainly decimared fish, 
wildlife, recreation wilderness and scenic beauty, which conprise 
the greatest numeric iX and economical uses of our national public 
forests. And the UjFS acknowledges that these uses will become 
even more valuable i i the very near future . 

This situation ’epresents bankrupt social and fiscal policy. 

Therefore, if ar equitable new formula is to be adopted, based 
on fees, it should r< q[uire each user to bear their true costs, and 
in keeping with Roosevelt's public cemnons concept, no user should 
diminish the other user's resources. 

However, this has not been achieved, as I have stated, by the 
USPS to date. And fr inkly, its echievement is not possible. Given 
the character of NFI lands, conflict between sustainability of 
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water, timber, fisn and wildlife etc.l versus timber, grazing and 


mineral extraction 


NFS lands are inostly higher elevation, those "left over” after 


the beet grazing 
interests through! 


giveaways. They aije highly suited to producing fish and wildlife, k 


spectacular scenezj/ 
generally produce 
basis. And that id 


the National Park 
infrastructure and' 
general funding. 

But should th 


another indisputab! 
such a system is 
cannot manage in c 


those highest feel 
probable violation 
principle of publi 
For instance 


are unreaolvable . 


and timber lands were acquired by private 
outright purchase and railroad landgrant 


wilderness and recreation, but they do not 
[iigh quality grazing or timber on a sustainable 
quite simply why their exploitation, even after 
the product is solj! on a consnercial market, must be subsidized by 
the vast majority |of the American public, through Congressional 
appropriations. 

The Idaho Spotting Congress opposes the current fee proposal 
because, as a public commons for the American people, just as is 
System, it is a major component of our national 
heritage, and as such it should be supported by 


3 comnictee decide to institute a fee schedule, 


it will surely consign the NFS to inequitable mismanagement due to 


omnipresent factr the USPS which would manage 
jindefatlgably. unalterably corrupt. The USFS 
pnformity with the law. 

To gamer revenue from fees charged for a certain use would 
cause the USPS, ap it has with timber management, to enphasize 
producing activities over the other uses in 
of the principles of multiple use and che basic 
^ corranons equality-of-use . 

as in tia^r extraction, if motorcycle use 


temporarily increased in popularity, new motorcycle facilities 


would be construct 
hunting, endangers^ 
existing problem 

Or hunting and 


pd and promoted to the detriment of fishing and 
species protection, and wilderness- -actually an 


fishing would be enphasized to the detriment of 
other uses. The fhct is, given a use-specific monetary incentive 
to increase revenues to enhance a bureaucracy, the USFS is certain 


to do 60. 

we favor not 


current entertainment or exploitation whim, but one managed under 


broader principle^ 
implementing today 


legislation such as the Act to Save America's Forests, which would 


end logging abuse 
for generations to 
Lastly, the 
Congressionally mal 


mountain of evider 
directive that all 
truth and inplemen 
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such a Disneylandesque playground catering to 


-many of which the USPS Is supposed to be 
We favor reform of current management through 


|and provide a sustainable, natural forest system 
come. 

USPS is far too corrupt to administer any 
hdated programs within the dictates of federal 
lave, let alone State and local. 

The USPS '8 truly abysmal record of failure to conply with the 
laws of the land hae been amply demonstrated over the past decade. 
Indeed, recent USFS Chief Jack Ward Thomas responded to the damning 
Ice by issuing upon his appointment his famous 
employees henceforch "obey the law, tell the 
,t ecosystem management . ” 
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The Poreet Se^ice'e paat own chief law enforcement officer, 
John McCormick cesiified before Congress that the USF vas a "piiblic 
sellout" that had become "comfortable with lying to the public." 
See appendix A. 

I have also Attached in an addendum docutAentation of very 
recent USPS illegalities that are prototypical, not atypical of the 
agency's usual mode of operation. Nithout ei^osition, I'll say 
that this information demonstrates a continuation dfi rigeur of the 
blatant lawbreaking referred to by McCormick, abuses that include 
preconceived and mdnagement' ordered lying to the public, refusal to 
provide information under the Freedom of Information Act, illegal 
expenditure of fuxfds, and refusal to perform promised mitigation 
Cor environmental (damage. As you will read, these current abuses 
extend all the way to the Chief's office. 

This information serves to underscore that the USFS is an 
agency that has Igst public trust, has practically no integrity, 
and must be dismantlled . It is too inbred with a logging-extraction 
ethos to ever mana 
fee system. 

In closing, i 

that the National IPoreat system should continue to be funded from 
general revenues,' and that fee schedules, while justifiably 
applicable on a vety small scale through campground fees etc, would 
be an inequitable i means to fund general forest management given 
current nianagement| reality--a reality described by this analogous 
proposal : 

The National Park System should henceforth be financed by 
general publli: user fees, but while we (the U.S. Government) 
charge fees, we will also use your general tax dollars to 
subsidize the logging, grazing and mining destruction of the 
the very reswrces you visit the parks for, i.e the scenery, 
fish and wll^ife, wilderness, etc. 

what child qn the proverbial schoolyard playground would 
contract to such al deal? 

Before Congrc|ss proceeds with a fee concept it should first 
right the wrong gf current extraction industry destruction at 
taxpayer expense through passage of the Act to Save America's 
Forests and other p.egialative means. 

lhank you foz| your consideration. 

Ron Mitchell 
Executive Director 

RH/sd 


fe within the confines of the law, including any 
t is Che opinion of the Idaho Sporting Congress 
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Mr. Silver. Thank you. It is my honor and pleasure to have been 
given this opportunity to speak before you this morning. In recent 
months, I have addressed conferences and meetings all around the 
country on the subject of the Recreation Fee Demonstration Pro- 

r -am, and have given numerous interviews to the national press. 

have used these many opportunities to express the view of Wild 
Wilderness that fee demonstration is little more than a national 
referendum intended to demonstrate that the American public is 
willing to pay for things that once were considered amenities. More 
important than this, I have listened to the concerns of hundreds of 
land managers, scores of environmental activists, and dozens of 
news reporters. I know what these people are saying about fee 
demonstration, and it is not what you are being told about this pro- 
gram through official channels. 

Fee demonstration is not an effective solution to the problems of 
deferred maintenance and infrastructure decay occurring upon our 
Nation’s public lands. Fee demonstration is simply not working in 
the way that its promoters claimed it would. No matter how ofron 
Undersecretary Lyons, Chief Dombeck, or Chief Operating Officer 
Pandolfi say that Americans enjoy the new pay-for-play paradigm, 
the truth is this program is widely unpopular and largely unsuc- 
cessful. 

I am continually hearing from Federal land managers that when 
introduced, fee demonstration was embraced as a way to supple- 
ment shrunken operating budgets. The idea that fees would be col- 
lected and used locally was music to the ears of managers whose 
operating budgets had already been cut below the levels necessary 
for even routine maintenance. 


But within 1 or 2 years of joining the Fee Demonstration Pro- 
gram, these managers have discovered that their allocated budgets 
have continued to drop. Instead of fee demonstration becoming a 
source of supplements revenue, fee demonstration is becoming 
their primary source of revenue. Let me illustrate this point with 
an example from the Bend-Fort Rock Ranger District of the 
Deschutes National Forest. This forest is located in central Oregon 
and it is here where our organization has been em active partici- 
pant in recreational issues since 1991. 

At the time the Deschutes National Forest joined the Recreation 
Fee Demonstration Program in 1997, they received $134,900 to al- 
located funding from regional headquarters for the combined cat- 
egories of wilderness and nonmotorized recreation. In 1998, that 
figure was reduced approximately $40,000 to $94,200. But thanks 
to fee demonstration, $40,000 has been added back to the budget 
and is now avmlable for trail maintenance and repair work. 

In this specific example, fee demonstration replaced penny-for- 
penny only as much money as was cut from the budget since this 
national forest joined the Recreation Fee Demonstration Program. 
This story is being repeated on forests throughout the country. 

As the Forest Service transitions from being a provider of nat- 
ural resource products to being a provider of recreational products, 
it is simultaneously being weanea off allocated funding and being 
forced to become dependent upon moneys generated from user fees 
and other innovative sources. With locm land managers beginning 
to realize that they are being given no option but to create, market. 
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and sell profitable recreational products in order to stay in busi- 
ness, a whole new understanding of the true purpose of fee dem- 
onstration is coming to light. Similarly, a growing number of forest 
users — that is us, the people — ^are starting to question whether 
they wish to see recreationjd and public lands developed edong cur- 
rent lines. 

America’s public lands belong to its people. We are the owners 
of these lands, not customers, as we are being referred to with in- 
creasing frequency. Nature must not be converted into just another 
commodity that could he marketed to paying consumers. Nature is 
far too valuable for numerous ecologic^, spiritual, and recreational 
purposes, to be managed in the way currently proposed by Forest 
Service leaders. 

It is clear that the U.S. Forest Service is in a state of transition 
and that the Forest Service of yesteryear will soon be little more 
than a memory. However, the new Forest Service policies aimed to- 
ward greater commercialization, privatization, and motorization of 
our public lands have been largely developed behind closed doors 
without public involvement and without the input of those on-the- 
ground land managers most familiar with the real issues and prob- 
lems facing our national forests. 

We would submit that now is the time to rethink the entire pur- 
pose and mission of the U.S. Forest Service and to do so in open 
and public debate. The Recreation Fee Demonstration Program is 
a perfect example of a poorly conceived, ineffective program, devel- 
oped and promoted largely by private commercial interests and de- 
void of public good. America’s public lands are a unique treasure 
and are an amenity of incalculable value. It is in the interest of all 
Americans to support and protect this remarkable asset, an asset 
that helps distinguish our country from that of every other country 
in the world. 

I would like to deviate from my prepared speech just for one mo- 
ment. I got involved in this approximately a year ago when I was 
in a Forest Service office and I picked up this brochure called 
Recreation Fee Demonstration Program, and I read everything that 
is normally spoken of the benefits of the fee demonstration, but 
when I got to the fine print, and it literally is fine print on the bot- 
tom of this document, my attention was perked on this subject. As 
a result of reading this paragraph, it has really become my life for 
the last year. 

What I read was. 

The Forest Service’s Recreation Fee Demonstration Program was developed in 
partnership with leading na^onal recreational interests. Its implementation is oc- 
curring through a challer^e cost-share partnership with the American Recreation 
Coalition [ARC], ARC’S efforts will include explanation of the fee program to the 
recreation indust^ and recreation enthusiasts as well as assistance in evaluation 
of the demonstration projects. For further information, contact the ARC. 

Mr. Horn. Without objection, that pamphlet will be put in the 
record at this point. 

Mr. Silver. Thank you. I would like to include that and I would 
also like to include this one-page summary sheet. 

We have studied the issue for approximately a year, we have 
developed a web resource on the Internet, which is at 
www.wildwilderness.org. And that is a resource that is now being 
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used not only by the public but by public land managers, Federal 
land managers, and now hopefully perhaps congressional staff 
might be aware of this. It is a resource for everyone. 

Mr. Horn. What is the title on that document? 

Mr. Silver. The document here is called Things You Should 
Know About Forest Service Trail Fees, and this particular docu- 
ment is really just a flyer that we are circulating that lays out 
some of the sp^iflc issues that concern us about fee demonstration. 

Mr. Horn, ^ank you. 

[The information referred to follows:] 
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Things you should IntoMf..* 

... ABOUT FOREST SERVICE TRAIL FEES 

• This fee is part of a 'Oemonstration Recreation Fee Program'. If the demonstration is 
successful, you can count on more, and substantially higher, fees in the future. 

• Fee-Demo is NOT about generating funds for trail maintenanc 

Congressional budget cuts created a maintenance crisis while funi 
specifically earmarked for recreation lands were diverted to deficit 
reduction. 

• Implementation of this fee program was sponsored by a tightly 
knit group of recreation industry businesses. Their name is the 
American Recreation Coalition (ARC). 

• Revenues generated by these fees will be insignificant and could 
be diverted to non-trail related projects. We must ensure that 
Congress restores adeqi^ate funding to our parks and forests 

• Outright Privatization , private/public partnerships and additional user fees are the chief 
means by which Washington would finance recreation in the future. Unprofitable parks, lakes 
or forests could be sold, given away, or subjected to intensive commercial development. 

• Unless we act quickly, more public lands may soon be converted to private management. 

Once transferred, we may never be able to regain control of these properties The Fee-Demo 
Program simply must fail, or we will be forced to live with the consequences. 

• Intensively developed, motor-sport oriented, recreation is the vision for these lands. ARC is 
sponsoring this program to bring about nothing less than the Disnevficatlon of Nature. And yes, 
The Walt Disney Company is a sustaining member of ARC, Is represented on ARC’S Board and 
is committed to making Industrial Strength Recreation a reality 



Fee-Oemo has Outdoorsmen crying. ‘We Can't See the Forest for the Fees'. Unfortunately, few Americans 
realize that we can out an end to user-fees if we act ncht now . Fee-Demo exists only to 'demonstrate' that the 
public will accept the ‘pay-for-play’ concept. Big profits aren't expected from these fees However government 
agencies must demonstrate that the public is willing to pay for amenities that once were free, otherwise the entire 
experiment will fail. The real money will come later through privatizing and commercializing our public lands, and 
that is why private corporations are so actively promoting this user-pay agenda. Try to picture these lands 
complete with 4 star resorts, theme-parks, jet-ski rentals, golf courses and guided trail rides into the adjacent 
Wilderness. This is the vision driving the Fee-Oemo program. If this offends you, then you must speak up now 
Write or call the following persons and tell them exactly how you feel. Send your local newspaper a letter to the 
editor. And please contact us or visit our Internet web site for additional information. 


U S. Forest Service Chief 
Michael Oombeck 
14th & Independence Ave SW 
Washington D C 20250 
Phone (202) 205-1661 


Senator Ron Wyden 
U.S Senate 

Washington D.C 20510 

Phone (202)224-5244 

E-mail: senator@wyden senate.gov 


Representative George Miller 
U.S House of Representatives 
Washington D.C 20510 
Phone (202)225-2095 
E-mail: gmiller@hr.house.gov 


This notice was prepared by an Oregon based grassroots organization since 1991. 

For more information, or to obtain a free No Trail Fee sticker please contact us at. 

248 NW Wilmington Ave. , Bend OR 97701 (541)385-5261 (internet; www.wildwilderness.org) 

(Please Copy This Flier and Distribute it Widely) 
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Mr. Silver. I hope you will agree that it is the duty of Congress 
to ensure that the U.S. Forest Service is a good steward of these 
lands and that they will forever remain a legacy of all the peoples 
of our Nation. I thank you for giving me this opportunity to plead 
my case before you this morning. 

Mr. Horn. Thank you very much. 

Our next presenter is Mary Burke, who is the president of the 
Washington Cattlemen’s Association. Welcome. 

[The prepared statement of Mr. Silver follows:] 
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WiW 

Testimony by Scott Silver, Executive Director, Wild Wilderness to the Subcommittee on 
Government Management, Information and Technology of the House Committee on 
Government Reform artd Oversight, on the US Forest Service's Management Practices 
given on July 9, 1998 at Wenatchee Convention Center in Wenatchee, Washington. 


It is my honor and pleasure to have been given an (^>portunity to speak before you this morning. In 
recent months 1 have addressed conferences and meetings all aroimd the country on the subject of the 
"Recreation Fee Demonstration Program" and have given numerous interviews to the national press. 
I have used these many opportunities to ejqjiess the views of Wild Wilderness that Fee<Demo is little 
more than a national referendum intended to demortstrate that the American public is willing to pay 
for things that once were considered "amenities". More important than this, I have listened to the 
concerns of hundreds of land managers, scores of environmental activists and dozens of news 
reporters. I know what these people are saying about Fee-Demo and it is not what you are being told 
about this program through ofilcial channels. 

Fee-Demo is not an effective solution to the prc^lems of deferred maintenance and infrastructure 
decay occurring upon our nation's public lands. Fee-Demo is simply not working in the way that h's 
promoters claimed it would. No matter how often Uivkisecretary Lyons, Chief Dombeck or Chief 
Operating Offico* Pandolfi say that Americans enjoy the new pay-for-play paradigm, the truth is this 
program is widely urq)opular and largely unsuccessful. 

I am continually hearing from federal land managers that when introduced, Fee-Demo was 
embraced a.s a way to supplement shrunken operating budgets. The idea that fees would be collected 
and used locally was music to the ears of managers whose operating budgets had been already cut 
below the levels necessary for even routine maintenance. 

But within a year or two of joining the Fee-Demo program, these mamgers have discovered that 
their allocated budgets have continued to drop. Instead of Fee-Demo becoming a source of 
"supplemental” revenue, Fee-Demo is becoming their primary source of revenue. Let me illustrate 
this point with an exan^>le from the Bend-Fort Rock Ranger District of the Deschutes National 
Forest. This forest ir located in Central Oregon and it here where our organization has been an 
active participant in recrestional issues since 1991. 

At the time the Deschutes National Forest joined the Fee Demonstraticm program in 1 997 it received 
$134,900 in allocated funding from Regional Headquarters for the combined categories of 
"wilderness" and "ncm-motorized" recreation. In 1998, that figure was reduced to $94,200. but, 
thanks to Fee-Demo $40,000 has been added back into the budget and is now available for trail 
maintenance and repair work. 

In this specific example, Fee-Demo will replace penny for penny, only as much money as was cut 
from the budget since this National Forest joined the Fee-Demo program. This story is being 
repeated on forests throu^out the country. 


24f mw evewe, hmmd 97701 (94l) 




245 


As the US Forest Service transitions from being a provider of natural resource products to a being a 
provider of recreational products, it is simultaneously being weaned off allocated funding and being 
forced to become dependent upon monies generated from user fees and other "innovative" sources. 

With local land managers beginning to realize that they are being given no option but to create, 
market and sell profitable recreational products in order to stay in business, a whole new 
understanding of the true purpose of Fee-Oemo ^coming to Similarly, a growing number of 

forest users are starting to question %^ether they wish to see recreation on public lands develop 
al<mg current lines. 

America's public lands belong to its people. We are die owners of these lands, not customers as we 
are now referred to with increasing frequency. Nature must not be convnted into just another 
commodity, which can be marketed to paying consumers. Nature is far too valuable fur numerous 
ecological, spiritual and recreational purposes to be managed in the way currently proposed by 
Forest Service leaders. 

Rather than force our nation's land managers irtfo the uncomfortable role of becoming recreational 
entrepreneurs, our organization suggests that the emire question of how best to manage our public 
lands must be an issue opened to debate and participation by the entire American public. 

It is clear that the US Forest Service is in a state of transition and that the Forest Service of 
yesteryear will soon be little more than a memory. However, the new Forest Service policies aimed 
toward greater commercialization, privatizatiem and motorization of our public lands have been 
largely developed behind closed do^ without public involvement and without the input of those on> 
th^ground land managers most familiar with the real issues and problems facing our national 
forests. 

We would submit that now is the time to rethink the entire purpose and mission of the US Forest 
Service and to do so in open and public debate The Demonstration Recreation Fee Program is a 
perfect example of an poorly conceived, ineffective program, developed and promoted largely by 
private commercial interests and devoid of public good. America's public lands are a unique treasure 
and are an amenity of incalculable value. It is in the intoest of all Americans to support and protect 
this remarkable asset, an asset that helps distinguish our country from that of every other country in 
the world. 

I hope you agree that it is the duty of Congress to ensure that the US Forest Service is a good 
Steward of these lands and that they forever remain a legacy of all of the peoples of our nation. I 
thafrk you for giving me this opportunity to plead case before you this morning. 

For additioruU information, please visit our htfemet Web Site at • www.wildwildemess.org 
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Personal biography for Scott Silver 


Scott Silver has been the Executive Director of Wild Wilderness since 1 991 , a non-profit 
environmental organization that seeks to ensure that Wilderness areas, roadless areas and 
other areas now substantially free of development will continue to provide outstanding 
opportunities for high quality, non-motorized, recreation. In this capacity, Silver has 
focused his efforts upon educating the American public about changing attitudes in federal 
lands management philosophy that are leading toward greater "commercialization, 
privatization and motorization" of our nation's forests, deserts, mountains, rivers and 
streams. 

Prior to this position, Silver was Senior Scientist or Staff Scientist with several prominent 
biotechnology companies and has made significant contributions in the fields of large scale 
enzymology and bio-rational pest control. For the past 1 0 years he has been in private 
consulting. 
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Ms. BtJRKE. Thank you, Mr. Chairman, and members of the sub- 
committee, thank you for this opportunity to testify about the man- 
agement of the U.S. Forest Service. My name is M^ Burke, I am 
the president of the Washington Cattlemen’s Association. My fam- 
ily are lessees in the Wenatchee District of the Forest Service and 
I also served on the 318 Advisory Committee of the Wenatchee For- 
est concerning spotted owl habitat. 

Our concerns were summarized for you today in four major cat- 
egories. We would be happy at any time, of course, to provide you 
with more information. 

First, the management costa of the Forest Service are improperly 
defined. For example, the coat requirements put upon the Forest 
Service to address the listing of bull trout and steelhead are allo- 
cated to forestry or grazing. This is an absurd accounting practice 
and economic reports to the general public are therefore both inac- 
curate and unnecessarily confusing. We ask that the expenditure of 
moneys be specifically identified as to the beneficiary. In the case 
of steelhead and bull trout and previously for spotted owls, the ben- 
eficiary certainly was not livestock nor their owners, but either the 
public in general or the species Itself. 

Second, management overlooks the benefits provided by its les- 
sees, both its grazers on the Forest Service lands themselves and 
as landowning neighbors. The subcommittee should know that in 
this part of the United States much Forest Service ownership ex- 
ists in geographical checkerboard patterns with private land. The 
Federal Government has ceased to be, in those situations, always 
an easy neighbor. I think. Congressman Horn, if you came over 
Blewett Pass today, you drove through an area that is precisely 
checkerboarded. We own some private land in that area and that 
was a good example of the kind of lands that you see here. I do 
know that there are people in Congress who are outside this par- 
ticular part of the world that do not imderstand exactly how that 
occurred because in some States, in Idaho there are large blocks of 
Forest Service land. In this State, although there are some land ex- 
changes going on, I am sure Congressman Hastings can call that 
to your attention, that we do have to live in very close proximity 
to our Federal neighbor. 

We eisk that you consider the benefits your grazing neighbors 
bring to the Forest Service as excellent stewards of renewable re- 
sources, and as responsible lessees. The Washington Cattlemen’s 
white paper on grazing assets is attached to this testimony. 

Third, the Forest Service management has become n 2 irrowed to 
the most current fashion of environmental concern. Just now fash- 
ionable are small nits. To enhance their life (^cle, we are supposed 
to avoid at all costs sediment in any water course and to move to- 
ward a pre-European landscape. These two requirements are the 
exact opposite from the decadent forest ready to bum habitat 
which is desirable for the spotted owl and much touted as manage- 
ment for parks such eis Yellowstone. Our officers and staff last 
week toured the edge of the Yellowstone fire and saw rivers yet 
muddy from the fire currents, but presented as naturally beneficial. 
I think when you also drove over here, you saw the remnants of 
the Entiat fire that did come down here south of Wenatchee. 
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When my great grandfather arrived in the Swank drainage, the 
other side of the mountain from here, in 1877, he was much im- 
pressed with the large yellow pines, many yards apart and the 
grass between resulting from the burning by Yakima tribal mem- 
bers as they moved south and east in the late fall. They main- 
tained the landscape in this renewable condition during the 1880’s. 
It was after European settlement that I think we had a different 
attitude toward the suppression of fires. When we are looking at 
what is the baseline or what is pre-European settlement and what 
did it really look like, I think we need to have some documentation 
of that, because the situation we have now is not the way it looked 
in the middle 1800’s. 

We have some specific personnel concerns with the management 
of the Forest Service. We would like to suggest that actual onsite 
£irea-specific management needs to be restored. Specialists should 
be available for on-the-ground land decisions and implementation 
and not limited to office paperwork. I think Congressman Hastings 
referenced the number of litigation that the Forest Service now 
must necessarily deal with, but it also takes their time and they 
are not on the ground, they are in court. 

Fourth, promotion to increased responsibility and holistic man- 
agement should be discussed within personnel decisions for each 
forest. Promotion by moving to a different location or job is now en- 
couraged within that agency and others. This removes the institu- 
tional knowledge of local conditions and important history of envi- 
ronmental occurrences, agency actions, and other man-made 
events. 

Fifth, Forest Service personnel should abide by the same rules of 
response and timeliness as they require of their lessees or some 
public. Forest Service requirements of lessee and publics is an im- 
mediate response, and we do respond in that fashion. Hearing from 
them sometimes is very long-term. It should be noted here, how- 
ever, that Sonny O’Need’s response to the steelhead and bull trout 
listings was conveyed to the lessees in a most timely fashion, most 
notable perhaps for its uniqueness, but he did let us know and he 
did talk to me personally as president of Washington Cattlemen, 
and I should tell this committee that that was noted and appre- 
ciated. 

Within these four general categories are many anecdotal and ac- 
curate examples that we do not have time to present to you today. 
Washington cattlemen and this association invite your questions 
and individual presence in this State at any time. We much appre- 
ciate the subcommittee coming to Wenatchee. 

Th2ink you. 

Mr. Horn. Well, thank you very much. You laid out your state- 
ment very logically. 

Our next presenter is Ms. Sheila Kennedy, who is manager — and 
help me on the pronunciation 

Ms. Kennedy. Okanogan. 

Mr. Horn. Okanogan, OK. That is what I was saying to myself 
last night, but one never knows. 

Ms. Kennedy. That is right. 

Mr. Horn. The Noxious Weed Control Board. 

[The prepared statement of Ms. Burke follows:] 



249 



Washington Cattlemen's Association 

P.O.Bok 96- 1301 N. Dolanaav • Elltiubaig. KM 98926^)096 
S09/92S-9S71 • FAX 509/92S300* 


Grazing Assets 

By 

Washington Cattlemen’s Association 



anching by means of livestock foraging creates a positive economic and environmental 
benefit by harvesting a natural resource that is renewable annually. 


The Mowing is a list of assets provided to the citizens of Washington by cattlemen on a daily basis. 

♦ NatnnU removal of nonoas weeds. Through strategic grazing plan based on plant growth 
stage, tune of year and high animal density for shoit periods of time, noxious weeds can be 
successfully controlled and even eliminated. 

♦ Seed dispenal and ineorporatian. Cattle, just like wiMlife, are a valuable tool in 
manitainhigbio-diveistty. The aeration of the soil and the incoiporatian of seeds within the 
soil are vital functions catde provide while grazing. 

♦ Prapefd t rt r i bn tiBn of organic matter. Cattle provide vital well disbuised nutrients needed 
in the soil fiir native plant growth. 

♦ Wildfire protection. Both rangeland and forest fire coinrol is vital to the survival of the 
plants and wildlife. Grazing limits fuel loads in areas where they cannot be minimized 
throu^ any other means without harming the environment 

0 Wildlife habitat enhancement Ranchers continually woik to mainain and improve range 

atxi forest heaUh and habitst for wildlife. 87% of caidemeo have land that support wildlife 
populations. 86% of cstdemen report increases in wildlife populations on their land over 
the past 10 years. 63% purposely leave strips of grasses or legumes for wildlife. 32% of 
ranchers have planted trees in aMtiou to managed natural lefoiestatioa 

0 Wildlife feed and water sonrees for ail seasons. Gtazhig provides improved feed 
availability for wildliit As tanchen manage for increased forage, wildlife benefits firora 
longer seasons of available feed. In many areas cattle utilize difibent varieties of grasses 
and shrubs than those most palatable to wddlife, thus providing 8 thuming effect that allows 
the grasses desired by wildlife to have a suou gei stand. In addition to preserving and 
enhancing natural water sources, tancheis provide new water sources for wildlife by water 
developroeds such as wells, piped waters, azalstockponds. New water sources are the major 
reason for the expansion of wildlife habitat. Ranchen also provide essential minetab for 
wildlife. Often wildlife ate seen drinking from cattle water troughs and using the mineral 
licks that ranchers provide for the cattle because of a mineral deficiency in the soil. 
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♦ Mohipte dcm a m for water. Maoaged grazing for riparian areas increases filtration strips 
for runoff fiom upland areas and stabilizes stream banks particularly in places where 
mechanical equipment or chemical controls are not available or inappropriate. 

♦ On-she management of the land. Ranchers closely monitor and address range and forest 
land health issues on a site specific daily basis. Ranchers have learned from practical 
experience bow to itumage the land giving them a better grasp of what works on the ground, 
rather than in theory. Public rangelands are in a better condition than at any time in this 
century. The trend on more than ST*A of Bureau of Land Managemem land is stable to 
improving. 

0 Reereational opportnaities. Ranchers provide recreational opportunities for the public to 
hunt, fish, hike and learn about the traxiitions of cattlemen to work as one with nature in 
coiqunction with many other activities. 

♦ Access to property. Many ranchers willingly allow their private prrrperty to be used by 
scientist, environmemaiist and govermnental agencies to perform field research and monitor 
animal and plant life in its natural state. 

0 Open space. Because oftfae many acres ofland owned and managed by ranchers, lands are 
still in their natural state which provide habitat for wildlife and esseirtial aesthetically 
pleasing viewsheds and landscapes for the public to enjoy. 

4 Land not suitable for crop productioa. Mote than 90% of the land categorized by the 
government as grazing land (62% of ail agricultural larul) is not suitable for forming or 
growing craps, tfit weren’t for ruminant grazing animals, such as cattle, there would be no 
way to harvest firod from the range and pasture land 

♦ Economic stability for local communities. There ate nearly one million ranchers in the US 
who raise cattle all of which are vital for local commimity stability. As demographics 
change and more people move to rural areas, ranchers provide necessary stability to local 
corrununities and municipalities by a consistent and stabilized local tax base as well as many 
additional jobs withtn the community. 

♦ Aflbrdable hig;h protein food supply for the worM. Cattle play a centra l rale in the chain 
of sun to grass to huttmn frxxL RumiranB have the ability to efiScientiy convert grasses and 
other forage into nutritious, high-protein food United States cattle ptrxhiceTS provide 25% 
of the world’s beef supply with l» than 10% of the world’s cattle, giving the United States 
citizens the most affordable and consistent supply of protein in history and contributing 
greatly to the balance of trade and Interoationai Commerce. 

♦ Ebtorical reftforoes both recorded and non-recorderL The records of cattlemen are used 
increasingly in the documentarion of historical natural events such as rainfill, temperatures, 
drought, and other critical or unique environmental occ ur r e n ce s, as well as historical 
refer en c e s about long held traditions of the land 
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♦ Wty of life. Cattlemen intend to preserve resources for future genendoos. 97% of cattle 
raDciies ate owned or opened by fiunilies: S3% have been in the sme fiiinily for more than 
25 yean and 10% more than 100 yean. 69% of cattlemen intend or ate in the process of 
passing their business on to their children. 

C attUmen plcy a significant roll in the economy arul environment ofWashington. Indnidual 
cattlemen as well as generations of families have dedicated thehr entire lives to properly 
managing our preciom renewable natural resources on a daify basis in an ^ort to maintain the 
balance between man and nature. Urfortunatefy. cattlemen are now shouldering the burden of 
leaving their land in a production system that works as on with naaee. Cattlemen should be 
praised for their fortitude and fbrestgft in working WITH nature; unii^brmed people are sometimes 
led to believe it is the livestock industry which has destroyed the environment. The time has come 
for the errvironmenud community to step back and take a look at the whole picture and give credit 
where credit is due. Cattlemen deserve and have earned the credit that has been so unduly 
overlooked. 


Following is a bibliography of 1521 sources that address “Livestock Influences on Riparian 
Zones and Fish Habitat” developed by Oregon State Univenity Extension Service in 1997. The 
conclusions drawn flom review of these sources are included along with the bthliogtaphy. 
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Washington Cattlemen's Association 

P.O.Bax96 - 1301 N. Ooianny • Elltruburg, HM 98926-0096 
509/925-9871 • FAX 509/ 925-3004 


July 9, 1998 

TO WHOM IT MAY CONCERN: 

Neither I nor my imwigHiatu funily oor the Washington Cattlemen's Association which I 
represem as pmident at the hearing of the Subcommittee on Govemment Management, 
information and Technology of the House Committee on Govemmem Refbim and Oversight in 
Wenatchee, Washington July 9, 1998, have received any giant or subgiant fiom the Federal 
Govemment in the last three yean. 

My husband Pat Buike is a lessee of the Wenatchee Forest for grazing purposes and has paid 
each year, including 1998, the required fee for which he was billed to the USDA Forest 
Service, Wenatchee District. 
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Washington Cattlemen's Association 

P.O.Box 96- 1301 N. Dolanixiv • Ellensburg, WA 98926-0096 
S09/92S-987I ■ FAX 509/925-300* 


Mary Burke is a frequent speaker to professionals, elected officials, organizations and 
associations on water rights research and history, land use and tiinber and mineral issues. 

Burke does private research and consulting on water and title history for private individuals, 
firms, and companies in several states and coundea. 

She has served as water resources chairman for the National Cattlemen's Associadon 1976- 
1 989 and as Private Lands Chairman and a member of the NCA Executive Committee. She has 
been a governor or agency director appointee to many state and nadonal water, land, forest, and 
min eral committees. 

Between 1994-97 she was Water Policy advisor to the Farm Bureau member of the NCA- 
NCBA legal transidon and by-laws committees, and the USDA Forest Service Advisory group. 

At present Burke serves on the NCBA Intemadonal Market committee, chairs NCSA 
ReMludons committee, and is president of the Washington Cattlemen's Associadon. She and 
her husband Pat own and operate a cow-calf-stocker ranch and tree &Tm in Kitdtas County 
north of Ellensburg. 
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Ms. Kennedy. Thank you, Mr. Chairman and members. I first 
would like to express my thanks on behalf of the Okanogan County 
Noxious Weed Control Board for asking me to attend this hearing. 

The committee must first understand that not just one method 
of controlling noxious weeds really works. It takes a long-term com- 
mitment utilizing hand-pulling, herbicides, tilling, reseeding, and 
biological control methods, just to mention a few. We as profes- 
sion 2 ds analyze each site to determine what should be the best, 
first method and what method should be utilized for followup. 
These plans change from site to site, depending on what is best for 
that particular site. 

Some of the noxious weeds that are infesting State, private, trib- 
al, and Forest Service lands in Okanogan County must thistle 50 
to 100 blooms per plant and up to 1,000 seeds per bloom; seeds can 
stay viable in the soil up to 15 years. Diffuse snap weed produces 
over 900 seeds per plant and the seeds can stay viable in the soil 
up to 7 years. Orange and meadow hockweed produces 5 to 30 flow- 
ers per plant that blow in the wind, adhere to wildlife, and spread 
by fibrous root fragments. Studies performed in Idaho State that 
one plant can spread throughout a meadow and eliminate every- 
thing in its way in a few short years. Purple loose stripe produces 
300,000 seeds per plant. These are just a few we deal with on a 
yearly basis. 

I will outline some of the problems we face. 

First, the Okanogan National Forest must request realistic fund- 
ing levels. They now request low levels because they have a better 
chance to receive the funds. The scenario we see year after year, 
they have the funds to perform work on some of the weeds, but 
there is usually no followup due to lack of funding and staff. 

Second, adequate prograuns are needed. Recently a timber sale 
proposal utilizing $51,345 for the use of hand pulling diffuse snap 
weed and $9,780 for herbicide treatment is unacceptable to us. Re- 
alistically these figures should be reversed. 

Third, the Forest Service is not controlling all the noxious weeds 
that private landowners are required to control. The Forest Service 
is infesting adjacent landowners that are attempting to reduce the 
weed populations on their land. The ranchers of Okanogan County 
do not have a choice, they must control the noxious weeds on their 
land. It is their business to grow grasses. 

Fourth, lack of use of new and improved herbicides. There are 
only three herbicides allowed for use by the Forest Service. This is 
very limiting to control programs and does not edlow the best herbi- 
cides to be applied that would be more friendly to the site specifics 
that should be addressed. 

Fifth, ranger districts are competing for the little funding levels 
that are approved. If one district has a top priority weed, they will 
get funded at a higher level and the other districts do not receive 
what they need. 

The weed board budget is approximately $250,000 each year. In 
the past, the amount has been higher than the noxious weed budg- 
et for region 6, which I believe covers 21 national forests. In 1995, 
the weed office staff found new infestations of the hockweed that 
I previously mentioned. After researching, we learned from Idaho 
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that we should place top priority on these hockweeds. Our goal is 
not to allow what has happened to Idaho to happen to us. 

When they originally found the hockweeds, they did not aggres- 
sively control them. Now they are losing 30,000 acres each year to 
the hockweed. Okanogan County Weed Control Board aggressively 
targeted control, we chemically treated the hockweed at no cost to 
the landowners. On private land, we had 838 acres of the hockweed 
and the cost to chemically treat was $550.42. What we are finding 
now are very few plants that we now have to search for rather 
than the solid stands we originally found. We have proven our pro- 
gram works. Unfortunately the Forest Service has spent $50,000 
and it has taken 3 years for an approved EA to treat their 
hockweed infestations with herbicides. Basically they could have 
eliminated all of their hockweeds with less than $1,000. 

The State and Federal agencies are caving in to pressures from 
protestors and are not performing the best job to stop the devasta- 
tion occurring from these non-native species, to protect our environ- 
ment. In 1997, a national strategy for invasive plant management 
was introduced in Washington, DC. Unfortunately funding levels 
have not been addressed. The plan does no good on paper, we need 
implementation in the field. 

I would request a congressional investigation, appoint people to 
realistically look into this situation, determine how many acres of 
noxious weeds are on Federal lands and commit to long-term fund- 
ing levels. I will offer our assistance and programs. I would suggest 
a test plot program on Federal lands in Okanogan County. We 
could set up plots that you could visit on a tour, on a field tour, 
to see for yourselves what is working. We strongly believe that 
doing something is better than doing nothing at all. 

Okanogan County Noxious Weed Control Board has worked very 
diligently to bring these exploding problems to the attention of 
Congress and Federal agencies. Control must stay at the local 
level. They know what is needed. Region 6 must support requests 
for adequate funding levels to implement integrated weed manage- 
ment programs to look at noxious weed species and utilize the best 
method for control. The Okanogan County Noxious Weed Control 
Board wants to be a part of finding solutions to stop the invasion 
of these non-native noxious weeds. We refuse to stand by and allow 
the continuing devastation to our ecosystems, wildlife, and natural 
resources. We plead with all members to join our efforts and assist 
the Federal lands in continued adequate funding levels. When the 
major land manager in our county is not performing adequate con- 
trol measures, our program will never be successful. 

I would be glad to address any questions. Thank you. 

[The prepared statement of Ms. Kennedy follows:] 
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OUBOGAH NATIONAL FOBEST NOXIOUS VOD FEOCBAH 

ns SaoACor Slada Cordon baj propooad a "eapabilicy scacaaanc* for inclusion in 
eh# Incarior Appropriaeions Bill chac vould dicacc cha USFS Co allocaca 
approprlata funds for colccoI of noxious vaads on cha Okanogan HT. Tha VO baa 
raquaacad curranc infocaacion on our noxious vaad prograa. 

Budgata 

Oux P & K allocaclons in HniV, DH24 for 1992 and 1993 ara liacad balow. 
Raquaacad funds for 1994 and 199S ara also liacad. For 1992*3 funds vara 
racalvad as raquaacad in Cha *scarcing point budgac*. Tha scarcing point 
budgac is llnicad to 50-60% of our accual annual oparacing budgac. Tha funding 
is lov for cha noxious vaad vork chac naada co ba dona on cha Forasc, but cha 
eonatrainad budgacing raqulramancs of asking our scarcing point budgac carry a 
subatancial portion of cha ciabar and tiabar support progran leavas liccla 
fxAding for ochar programs including noxiotis vaads. 

To do nora of tha work, cha Okanogan has aggrasaivaly usad ranga baccarmanc 
funds and K7 funds, uhare approprlaca, co managa noxious veads. Thasa sources 
do have limicacions on timing and location, buc chair usa doas save cha F & M 
dollars for ochar sicas. Thasa funds ara liacad balow for 1992 to 1995, also. 

RQZIOns VEED COHTROL BUDGETS 


$ BT ACTIVITY CODE 


FY-YEAB 

FSM 

USB 

CT 

TOTAL 

ACRES TREATED) 

1992 

3100 

11600 

43600 

59000 

119 

1993 

7000 

6000 

36608 

51606 

21(cargec only, more acres 
will be done In 93) 

1994 

6000 

9000 

41000 

56000 

416 

1995 

19000 

13000 

49000 

61000 

65S 


In addition to cha basa lina budgac of $19000 in 1995, an Ineremanc of $46000 
of F & H funds for noxious vaad managemanc has bean includsd in our Forest's 
ouc-yaar raquasc. It la cha number 4 prloricy incraaaoc package on cha Forasc. 

Ua realize chac our noxious vaad P & K funding has noc bean enough co do a good 
Job but vhan cha cocal for each year is considered, ic is apparent more 
emphasis occurs on noxious veed managamenc on che Okanogan Nacional Foresc. 

Cooneraclon tftch Ocher Agencies And Individuals 

Our foresc has sought funds for noxious weed manageaenc from ocher sources. Ve 
worked wlcb che Okanogan County Hoxious Veed Concrol Boerd scaff to gee funds 
from che US Animal and Plane Health lospeecioo Service (APHIS) for concrol of 
noxious weeds. Ve have worked vich cha Vasbingcoo Scace Deparcmenc of 
Agrleulcura co gee funds for noxious weed surveys. Ve were noc successful in 
getting funds from APHIS, buc ve did gee funds from che Uashingcon DOA for 
Ccupina surveys. 
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HOXIOCS WEED CONTROL BUKETS 
OKANOGAN NATIONAL FOREST 
1981-L995 (93-95 ESTIMATED) 

DOLLARS ALLOCATED 
BY ACTIVITY CODE 


FY-YEAR 

P&H 

RBRB 

KV 

total 

acres TREATED) 








1981 



- 

4500 


1982 

- 

- 


8300 

80 

1983 

- 

- 

• 

9790 

187 

1984 

• 

- 

■ 

7510 

62 

1935 



:I0T AVaIL^SLE 



1986 

• 

- 


8595 

102 

1987 

12940 

1250 

N/A 

14190 

94 

1988 

20892 

4340 

4680 

29912 

111 

1989 

6890 

2080 

28764 

37734 

150 

1990 

0 

6000 

17850 

23850 

56 

1991 

9338 

5145 

18317 

52820 

42 

1992 

5800 

11600 

45600 

59000 

119 


T 

iooo 




1995 

JOOO 

36808* 

51808** 

21 

1994 

6000 

9000 

41000 

56000 

416 


$93500 U 

Idenclfied in. che 

Foresc Healch 

assessaenc rtscoracion 


projects for noxious v««d concrol. 820 scrst is idsneifisd ss chs 
•crss crsACsd. 

1995 19000 13000 A9000 81000 658 

^0 i'BSOQO is Idonclfled ss forosc priority In chs enhanced Level of 
cbs Wdgec for noxious weed concrol on 150 ecces. Ulch chese funds, 
chs comI bud§ec for noxious weeds would be $127000 for concrol on^M^S^? 
seres. ^Ecosy seta rescorscion projeecs for noxious weeds have been 
subaicced co che RO for $147000 ^ FY 96 ecosysceo rescorscion funds 
for noxious weeds cocal $7765^. 
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Comparative Noxioui Weed. Control Budgets, 1991 


Bnrtan of Indiia AfEdn, CoMUc Soenatkiii 49JS3 

CotviDe Coofedented THbes 30417* 

D.O.W, Indiu Du Cuyan H.NLA sjlOO 

D.O.W^ Sadabddn OALA. $494* 

Dept, of Truqwrtition, Okaaogu Ca. Tl^lO* 

OkuoguComty Road Depirtmat, 1991 130475 

OkuoguCoaatyNoxiaa Weed Boird, 1991 230,000 

Weshiofton State DJUL, Okanogu Conoty sjwo' 

BiirtuefLudMiiiageBiut,OkuoguCa. 12J0O 

OreviDe-Touiket Irrlgatian District 3450 

Prirati Laadawaen participating in 

Weed Board's 1991 east aamtuee program 53492* 

City of Omak,djpartmut of Pnbllc Works 20404 



1. not iBctHdoSieAOapmd the Week Board for haj4p«n,nrTey,u4bloloficaicoBireL lBodddon,tnoTnbai 
ipom appoimoatiT STSAM uaeoly for blologial cooc^ icatinh. 

2. mod 4 deo,thoDcparmuaeo/WBdflfcoadoib«'SamiflwBCdluda.oreflouascdiecmapcraarob]rtboloardoaaa 
aaooibodo. noflBooncoftbooaoaancarfifiocinciBftodiatblsflgm. For oioapK tho DWlt poya S30434 — 0037 
hBoioflaaa. 

3. TbosmoeBtacnaflybadfeted by tboD.O.T. tar 1991 ra $64400, bat oddMonolttaadiimacedid. 

4 . Mseylandowooneoaoolaosituwecdt on dulrpropany tod do Boc toko odnanfr of AoWttd Board'! cool 
tBdaainprapsai. 


In order to bnproYe wend control onForestluds in Ckuogucouty,IbelieTc tbit tbeFortstSerTicewoeld 
be weU serred to work eooperntlvf ly witb tbe Weed Beard to develop integrated management systsns ud 
eutrol strategics for seketed undesirable plut spedei. In order for tbo Board or tbe Forest Scrrict to 
SBCcessfnlly estabHsb a yiabis weed control program, adiBtional fnndiag wID be needed at both tbe Connty 
and Federal leyeL What we wmdd like to snggest Is that the Forest Scsricc pri or ltlie noxloos weed control 
tad -..intoin annnal budgets similar or preferably taigher thu its couterpart State, Federal, and Comty 
agencies. In other words, I fed Oat the way tbe Forest Service conld best express Its concern aboot noxions 
weeds is to simply pay its fair share. 

Inaccorducewitb gnideUncs ontlincd in sectioa(l)of tbe State Noidona Weed law,17J0 R.CW., the Weed 
Cutrol Board may. In Um of a tax, levy u assessment on the luds srtihin a Comity. Cnmndy, onr 
asMssment rate b 10 cuts per acre on all private usd State bads. At presut Federal luds are not being 
chargcd,evcathoaghthesa^n spceillcaiiyrcfcntaFederalludsasbdngasnitahleclassllIcatloncategory. 


For purposes of onr agreement between the Board ud the Forest Service, we srenld propose that the Forest 
Service be assessed at a rate of ten cuts per acre to be collected by tbe Weed Board fas Uu of a tax. With 
tUs additional Amding, the Weed Beard mmU agree to assbt tbe Okuogu Natianal Forest in devdopmut 
..r TnSrorated Weed Muagement program. Tbe Board may choose to assume additional reasonable 
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Mr. Horn. Well, thank you very much. You have made a good 
proposal there that deserves very thorough consideration. 

Our next presenter is Mr. Maurice Williams. He is the past 
president of the Washington Farm Forestry Association. 

Mr. Williams. Thank you, Mr. Chair. I would like to thank the 
committee for having the hearing here in Wenatchee. I am from 
Colville, WA. Colville is a timber-dependent community, it has 
been adversely impacted by the decrease in public timber supply. 
In fact, some of us would say that it is a battered community as 
described in this epistle that I hope to have introduced as part of 
my written testimony. 

Mr. Horn. Without objection, it has already been entered, auto- 
matically. 

Mr. Williams. Thank you, sir. 

The Washington Farm Forestry Association is small private land- 
owners, the moms and pops of the State of Washington. Our in- 
come and value of our products has also been impacted by the de- 
crease in market availability due to mill closures throughout the 
west because of the lack of public supply for sustainability. 

The national forests of the inland West are in need of active 
management to reduce stocking levels, as well as redirect species 
composition to insulate against insect and disease epidemics which 
will lead to catastrophic fires. In my opinion, decisions like a dis- 
ruption in the road construction or reconstruction portion of active 
management, as proposed in Chief Dombeck’s interim rule on road 
management, will not allow the agency to become more efficient or 
cost the Treasury less money. In met, when the question of wheth- 
er road construction or reconstruction should stop on public lands 
was raised at the Seventh American Forest Congress. Ninety per- 
cent of those participants disagreed with that concept. This was 
also true on the concept of whether logging of public lands should 
continue, 91 percent of the participants felt that it should continue. 

The Forest Service is not meeting the mandate of existing laws 
such as the Multiple Use Sustained Yield Act of 1960 or the Na- 
tional Forest Management Act of 1976. Instead, they have gone to 
an ecosystem management concept with the objective of obtaining 
or medntaining a healthy ecosystem. Under this objective, neither 
ecosystem management or a healthy ecosystem has been ade- 
quately defined and the agency has made the production of goods 
and services a byproduct of the effects of ecosystem restoration. 
Eighty-eight percent of the Seventh Forest Congress participants 
answered positively to the vision statement of “In the future, our 
forests will sustainably provide a range of goods, services, experi- 
ences and values that contribute to community well-being, eco- 
nomic opportunity, social and personal satisfaction, spiritual and 
cultural fulfillment and recreational enjoyment.” I believe this le- 
^timizes and confirms the existing laws under which the national 
forests are managed. All of these instruments call for continuous 
and determinable supply of timber and other commodities to be 
produced for the use and necessities of the citizens of the United 
States. 

It is my understanding that there are no hard targets to which 
the forest supervisors are held accountable under ecosystem man- 
agement. A hard target would be one that has measurable levels 
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of production, such as thousands of board feet of timber sold or ad- 
vertised, number of cattle grazed, miles of roads maintained, et 
cetera. 

Existing forest land and resource management plans are not 
being used to establish program direction, nor are they being ade- 
quately funded for full implementation or monitoring. However, 
continued funding shortages have resulted in staff reductions and 
loss of job security. At the same time, there are increasing de- 
memds for more planning to meet the increasing challenges from 
outspoken pressure groups through appeals and lawsuits. The re- 
sulting loss of job security, the increased control and direction from 
higher levels, the continued internal differences of mission, the un- 
willingness to take risks, and the lack of rewards for good manage- 
ment has resulted in a loss of organizational productivity and re- 
sulted in low organizational morale. There is more internal unrest 
and less willingness to start any projects that are controversial in 
nature. All of this results in lower annual production of goods and 
services, less consistency in the level of goods and services pro- 
vided, and less efficiency for a higher cost of production due to high 
fixed costs or overhead. 

This concludes my comments. 

Mr. Horn. Thank you very much. 

Our last presenter is Mr. Frank Gladies, the president of the 
Independent Forest Products Association. 

Mr. Gladies. Thank you, Mr. Chairman. I appreciate the oppor- 
tunity to testify in front of this subcommittee on these issues. I will 
speak principmly to the Recreation Fee Demonstration Program 
and then I would like to point out a few facts about what has and 
has not been occurring on our national forests to put things into 
a little context for you. 

The Nationed Forest System worked very well with a limited 
number of objectives from the early 1900’s through the late 1950’s 
euid 1960’s. If you look in my testimony on page 4, graph No. 2, 
it shows that the agency generated about as much revenue from its 
timber sades as Congress was appropriating or authorizing it to ex- 
pend each year. The bottom two lines show that. 

Then we have got am FMA and a number of laws that came into 
place that pushed more multiple use, which was good for the forest 
because those are goals and objectives that the Americem public 
wanted, but that costs money. The agency is now a $3.3 billion or- 
ganization. 

Timber revenues have fallen off for a couple of reasons. First, 
they are not selling as much timber; and second, the type of timber 
they are selling. Saw timber is not the component that it once was 
within their program. So they are not generating as much revenue. 
That has a couple of impacts: No. 1, a lot of that money was used 
to help fund the Forest Service, and No. 2, a lot went to the Treas- 
ury. Finally, 25 percent went to local communities to help fund 
schools and roads. Those are very important dollars to commu- 
nities, particularly the rural communities that do not have much 
tax base when they are surrounded by a national forest. 

Well, for those who have lobbied against timber management on 
the national forests and at first lobbied for recreational use, they 
are asking for a free lunch. They want Congress to fund an agency 
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for $3.3 billion and they do not want to have to pay for recreation. 
A great example of this is the road management problem the agen- 
cy now faces. The Forest Service estimates that 99 percent of the 
road use on its forest road system is recreation-based, yet 
recreationists have never paid for road maintenance. The recre- 
ation programs within the Forest Service have not paid for road 
maintenance. 

Up until just a few short years ago, between 40 and 50 percent 
of road maintenance was accomplished through the timber sale 
contracts, which the purchasers of those contracts did that. So 
those contractors were doing much of the road maintenance that 
the recreationists enjoyed. 

Without timber and without the revenues that it is producing, 
someone has to pay for that activity if we are going to continue to 
use the roads on the national forest that exist. Now the Forest 
Service has begun to charge a recreation user fee. Well, Congress 
has a choice, they can either let them do that or they can try to 
come up with the additional money it takes to provide the services 
that the national forest has produced in the past and that the pub- 
lic calls for. I do not think in this day and age of budgets, that it 
is going to be easy to come up with another billion dollars or so 
to fund an agency when you lose 20 percent of your revenues out 
of the agency and 20 percent of your employees if you lose that 
amount of money. It costs more to lay off a Federal employee than 
it would cost to sell timber. 

A few short years ago when the Forest Service faced a RIF, they 
thought they were going to have to RIF a number of people and 
they thought it would cost them $75,000 per employee to get rid 
of them. Well, that is a tremendous amount of money if you have 
to fire 20 percent of 36,000 people, comes out to about one-half bil- 
lion dollars. 

So Congress is now in this dilemma. They have not forced the 
agency to produce what its forest plans called for. They have al- 
lowed them to shift focus, and they have allowed them to com- 
plicate their own processes, as this administration did when it gave 
six other agencies veto power over the decisionmaking process after 
the salvage rider. Their costs of overhead have been doubled in the 
last 4 or 5 years, both for selling timber and within their timber 
trust accounts. TTiere is a problem there. No private manager or 
State manager in this country would survive within their organiza- 
tion if they went to the boss and said my overhead rate is increas- 
ing at 2.5 percent a year. 

Congress ought to be looking at the underlying problem. If we 
want our national forests to produce goods and services, then we 
ought to figure out how to let the local land managers do that job. 
If we want them to become the equivalent of national parks and 
just have Congress fimd them year after year, we ought to do that. 

You have a compact with local communities that you need to 
think about. That compact is are we going to control the land 
around your community — ^we have some counties in the west that 
are over 90 percent federally managed, and the Federal Govern- 
ment made a commitment that they would pay 25 percent of the 
gross receipts they collected. Timber, over the past 50 years, has 
produced 95 percent of those receipts. If we Eu-e going to take away 
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the timber sale program, then we have to make those communities 
whole somehow. Just paying the 25 percent does not make them 
whole for the lost economic activity that occurs there. 

If you look at the TSPIRS report, and I would refer you to graph 
9 on page 14 and graph 10 on page 15, the Forest Service estimates 
that if the ASQ was sold, they could prove $4.5 billion of economic 
activity in the rural communities in this country. Given the low 
rates of timber harvesting that is occurring, it is about $2 billion 
right now. But that is a tremendous amount of economic activity. 

This administration recently proposed to pay counties $270 mil- 
lion and decouple the 25 percent payments from timber. Well de- 
coupling means the agency will no longer have the political pres- 
sure that counties would bring on them to sell timber and it would 
be a new entitlement program. I do not think Congress likes enti- 
tlement programs all that much, given what I have seen over the 
last 4 years from this Congress, the most recent one, but that is 
what the agency and the administration are proposing. 

You also have to think about it in income taxes. In 1997, the For- 
est Service data shows that their programs were responsible for the 
generation of $310 million of Federal income taxes. If they fulfilled 
their forest plans, timber would have resulted in about $710 or 
$720 million of Federal income taxes. Well, we have folks in this 
room and folks that are lobbying Congress today saying let us not 
cut any timber and they say it costs too much. You need to, in your 
committee, be thinking about what all the costs are to those com- 
munities of walking away from that program, and the economic ac- 
tivity that those programs generate. 

I appreciate the opportunity to come and I will answer any ques- 
tions you have. 

Mr. Horn. Well, stick with us because we are going to have a 
dialog. We will interrupt it for the inspector general of Agriculture, 
but I would like Representative Hastings to begin the questioning 
and take as long as he would like except for the IG. Then we will 
get back to them. 

Mr. Hastings. Thank you very much, Mr. Chairman. I want to 
thank all the panelists for their testimony today. At the outset in 
my statement, I said that you would hear some contrasting views 
from people that live emd work here in the northwest and I think 
you got a bit of that. 

What I would like to ask the panel, since some of you alluded 
to it in your statement, I would like to ask each of you h" you would 
give me, I guess, an answer as to whether you are in favor of our 
forest lands, timber lands, being used for multiple use rather than 
say single use that somebody may have. So Hie question is just 
really, without going into detail, would — are each of you in favor 
of multiple use of our forest lands? Mr. Tingelstad, I will stsirt with 
you because we started that way. 

Mr. Tingelstad. Yes, I would be in favor of multiple use. I would 
like, however, to see the extractive uses such as logging and mining 
pay their fair share. I keep hearing about how we need to pay to 
do our share to support the forests. According to the Federal Gov- 
ernment’s own accounting, the Forest Service lost $88.5 million 
selling timber to private corporations in 1996. 
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Mr. Hastings. Yes, Mr. Tingelstad, I do not mean to cut you off, 
but there is an honest disagreement as to those figures, as was al- 
luded to earlier. I just wamted to ask that specific question. 

Mr. Tingelstad. You want a one-word answer. 

Mr. Hastings. Well, I will leave a little bit of elaboration, but 
I know that there is honest difference of opinion on that. I would 
suggest frankly that, Mr. Tingelstad, if you and Mr. Gladies and 
Mr. Williams sit down afterward, that is part of the process of 
agreeing where different views are. But thank you for your input. 

Mr. Mitchell. 

Mr. Mitchell. Yes, I am in favor of multiple use. But it has be- 
come extremely skewed so that the lion’s share of the budget goes 
for a very small minority who are damaging the resources, the 
other use resources, and I think that has to be rectified. 

Mr. Hastings. OK, thank you, Mr. Mitchell. 

Mr. Silver. 

Mr. Silver. I am going to have to give you the same kind of an- 
swer, it is not a yes or no question, I cannot answer it in those 
terms. 

Mr. Horn. Well, we all have to make choices. 

Mr. Silver. If you need it, it is going to be a qualified yes, but 
a heavily qualified yes. 

Mr. Hastings. Tliat is fine. We just want it on the record. The 
point is that it is very simple, because if it is public lands, by defi- 
nition, and I think in your testimony you emphasize that it is pub- 
lic lands, it is our lands. The next question is how should we use 
that for the benefit of the public, should it be multiple use. So 
yours is a qualified yes. 

Mr. Silver. Heavily qualified yes. 

Mr. Hastings. Heavily qualified yes, that is fine. 

Mary. 

Ms. Burke. Yes, Congressman Hastings, we believe in multiple 
use with the caveat that the people there who have multiple uses 
at the same time need to respect each other’s uses. We have, for 
example, in this area an awful lot of recreational activity and in 
checkerboarded areas, we have to tolerate quite a lot of that on our 
private lands as well as our lesise. So I guess everybody has quali- 
fications and I think it depends on how you manage it, but we are 
not looking for one single use. I would call to your attention though 
that using it only for recreationeil or wilderness purposes is. 

Mr. Haotings. Thank you. 

Ms. Kennedy. 

Ms. Kennedy. I would have to say that we are in support of mul- 
tiple use. Just compared to noxious weeds, you know, it is a mul- 
tiple use, you need multiple methods in order to control the land. 

Mr. Hastings. OK. Mr. Williams. 

Mr. Williams. I am a strong supporter of multiple use. I would 
just like to point out, however, that some of the standards and 
screens and guides that are being used preclude multiple use over 
significant portions of national forests. 

Mr. Gladies. Congressman, we support multiple use, although I 
think the forest planning process that has been imposed does not 
work because it sets aside large areas of land for single uses and 
that has clearly not worked over the last 15 years. 
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Mr. Hastings. OK. 

Mr. Horn. I wonder if we can now have the inspector general 
come up. Just stay where you are, we will get another chair in 
there, and give him the microphone. And as I said earlier, he has 
to leave at 1 o’clock, so we do want to hear his testimony and have 
a chance to ask him a few questions and then we will get back to 
the panel. Just sort of make a little space in the middle, move 
down a little bit so we can accommodate everybody. 

Gentlemen, if you will stand, both of you, including your 
accompanier, and raise your right hands. 

[Witnesses sworn.] 

Mr. Horn. The clerk will note both witnesses affirmed the oath. 
Please proceed. 

STATEMENT OF ROGER VIADERO, INSPECTOR GENERAL, DE- 
PARTMENT OF AGRICULTURE, ACCOMPANIED BY JAMES 

EBBITT, DEPUTY INSPECTOR GENERAL FOR AUDIT, DE- 
PARTMENT OF AGRICULTURE 

Mr. VlADERO. Thank you, sir. Thank you, Mr. Chairman and 
members of the subcommittee. I am pleased to be here to provide 
testimony about the Forest Service’s financial management. With 
me today is James Ebbitt, assistant inspector general for audit. 

The Forest Service’s financial house is not in order. We can as- 
sure you that this has been the case since 1991 when the Office 
of Inspector General first performed the legislatively mandated an- 
nual financial statement audit. We also conclude, based upon what 
we have learned, that it most likely always has been the case. Al- 
though Forest Service management is responsible for the develop- 
ment of reliable financial information, they are not alone in cre- 
ating the problems that have thwarted the achievement of that ru- 
dimentary goal. 'The Department’s central accounting system, 
which provides general ledger and financial reporting capability for 
the Forest Service, has been similarly unable to generate meaning- 
ful data and this has exacerbated the Forest Service’s predicament. 
I will briefly describe the problems that exist, what corrective ac- 
tions are underway, and what the future appears to hold. 

The depth of the Forest Service’s accounting deficiencies are so 
extraordinary that even the most fundamental principles, like dou- 
ble-entry bookkeeping first set forth in writing by the Venetian 
Monk Luca Pacioli in 1494, are not always honored. Perhaps at the 
core of these problems is the longstanding perception that manage- 
ment viewed its role as the stewards of the Nation’s second largest 
aggregate land holding, and focused on all of the attendant re- 
source issues to the detriment of financial management. 

What management did not recognize was that financial data is 
also a resource that requires at least the same level of due dili- 
gence and care-taking as does a Douglas fir or a riparian area, a 
riverbed, if you will. 'The accounting procedures to be used through- 
out the agency have been largely left to the discretion of the re- 
gions or even operating units. Many of the requirements that sire 
established were so loose, that the prospect of reliable records was 
rendered remote. In other instances, meanin^ul measures were 
prescribed, but not always complied with. 'This decentralized ap- 
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proach was not the sole cause of the inadequate accounting, but 
most certainly has been a significant contributing factor. 

I will give you a few examples of how porous accounting practices 
not only distort reported financial results, but also greatly and un- 
necessarily increase the risk involved in safeguarding assets. 

Perhaps one of the most persistent problems that has plagued 
the Forest Service financial management deals with accounts pay- 
able. The Forest Service, at the operating level, has never been 
able to distinguish between the recognition of the actual liability 
when the goods or services are received, and an intermediary step 
in the process, in which funds are obligated but the goods or serv- 
ices requested have not yet been delivered. 

Without getting into specific detail, governmental accounting 
principles require these actions to be treated very differently, im- 
pacting different types of accounts. We have found since the onset 
of our audit in 1991 that the Forest Service consistently confuses 
these two distinct actions, with error rates as high as 76 percent. 
This area epitomizes to some extent the institutionalized nature of 
the agency’s accounting deficiencies. Since 1993, the Forest Service 
has computed its accounts payables statistically by identifying on 
its own the extent of errors likely to have occurred and projecting 
them over the universe of transactions, then adjusting the total. 
This is analogous, Mr. Chairman, to throwing in the towel. Rather 
than correct the errors, the Forest Service tries to estimate how 
many were made. 

The reliability of the Forest Service’s financial data has been fur- 
ther eroded by not properly matching debits with credits and not 
having internal operating controls in place to preclude or detect er- 
rors. For example, in 1993, as part of the Exxon Valdez cleanup ef- 
fort, the Forest Service collected almost $9 million in reimburse- 
ments for its expenses and obligations. The agency recorded this, 
however, as a negative adjustment to the reimbursements receiv- 
able. In other words, the records disclose that the Forest Service 
actually owed Exxon the $9 million. In another example, in 1992, 
we found that portable radios costing between $522 and $668 each, 
had been recorded at acquisition values of between $94,000 and 
$91 million each, for at least 11 different radios. The aggregate 
value per the Forest Service was $270 million at fiscal year end for 
the radios. 

Forest Service officials could not explain why these amounts had 
been entered incorrectly into the accounting system. Nonetheless, 
so obvious an error should have been readily identified. Adequate 
controls have still not been established, as we continue to find evi- 
dence of a lack of supervisory reviews of field level data which con- 
tribute to poor accounting. 

Let me now transition to the Department’s National Finance 
Center located in New Orleans. After the questionable accounting 
data has weaved its way through the myriad of Forest Service 
manual and automated accounting systems, it is entered into the 
central accounting system, CAS. CAS processes the data in the 
BUDG system, for budgetary accounting purposes and in the 
LEDG system for financi^ accounting purposes. Although the same 
information is input, the two systems produce results which are 
significantly at variance. The National Finance Center has institu- 
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tionalized these errors much as the Forest Service has with ac- 
counts payable, by running automated adjustments to bring the 
two systems into balance. In 1995, for example, $55 million in ad- 
justments to obligations had to be made. Adjustments of this t 5 T)e 
are clearly not reconciliations but nothing more than plugs. CAS is 
poorly documented, provides for only summary and not detailed 
data and does not meet govemmentwide accounting requirements. 
CAS does not have an adequate trail and adjustments and so-called 
reconciliations are processed extensively without adequate support. 
Simply stated, CAS cannot produce auditable financi^ statements. 

Problems of this magnitude cannot be fixed overnight, or appar- 
ently over a decade, given the glacier-like pace of the changes. 
Major systems changes, of course, are huge and costly under- 
takings. But let me go back to the beginning regarding problems, 
what has been initiated and where the Forest Service and the De- 
partment stand today. 

Forest Service management had to restructure its thinking re- 
garding financial management. Instead of an administrative nui- 
sance which was given Tittle priority, the agency, from top to bot- 
tom had to revamp its outlook and focus on the criticality of what 
flnancial information means, how it can be used to increase oper- 
ational effectiveness and efficiency, and how it is essential to afford 
Congress the basis to make informed financial decisions. A couple 
of years ago, I met with the then Chief of Forest Service, Jack 
Ward Thomas, and stressed these points. Mr. Thomas, a long time 
Forest Service resource manager and researcher, initiated the 
plans and mindset which have now been put into place as the re- 
sult of our talk. 

I know the current Chief, Mike Dombeck, shares this view and 
recently testified before Congress that improvements are a top pri- 
ority. Working in a partnership with the Department’s Office of 
Chief Financial Officer and my office, the Forest Service has estab- 
lished an agency-wide effort referred to as financial heedth initia- 
tive. Forest Service management has emphasized the importance of 
financial health to its line managers and developed core financial 
competency training for these managers, financial staff, and others. 
The Forest Service issued a financial health desk guide designed 
as a reference source for all staff to use in properly recording finan- 
cial transactions. The desk guide provides uniform accounting in- 
structions for accounts receivable, accounts payable, real and per- 
sonal property, and other transactions. 

So the Forest Service’s remedial action plan is in place, but what 
about the Department? The Department decided in 1993 to develop 
a new accounting system, called the Foundation Financieil Informa- 
tion System, to replace the general ledger in CAS. The F-F-I-S, 
or FFIS as it is called, will serve the Department as a single inte- 
grated financial management system and bring USDA into compli- 
ance with Federal accounting requirements. The system was origi- 
nedly proposed to be fully functional by October 1, 1998, but has 
been plagued by numerous problems and schedules have slipped. 
ITie central segment, or core, of the system is a commercial off-the- 
shelf product which has proven to work at other departments. 
Problems have arisen mainly because the legacy or feeder systems 
were retained and interfaced with the core package. Although the 
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Forest Service regions and a research station began processing on 
FFIS on October 1, 1997, full implementation of the system has 
been deferred indefinitely. 

The Department is working aggressively to rectify all of the FFIS 
problems. In our opinion, the core FFIS general ledger system is 
viable and should fulfill the accounting needs of the Forest Service 
once it becomes operational, precluding the need for the agency to 
develop its own system. 

The foundation has been laid to correct these massive problems; 
however much work remains. All components are in place. I say 
that again, all components are in place or are being brought into 
place to finally result in strong financial management for the For- 
est Service. 

Mr. Chairman, this concludes my statement and I would be 
pleased to answer any questions you or any member of the com- 
mittee may have at this time. Thank you. 

[The prepared statement of Mr. Viadero follows:] 
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SUBCOMMITTEE ON GOVERNMENT MANAGEMENT, INFORMATION AND TECHNOLOGY 

July 9. 1998 

Thank you, Mr. Chairman and members of the Committee. I am pleased to be 
here to provide testimony about the Forest Service's financial management. 
With me today is James Ebbitt, Assistant Inspector General for Audit. 

The Forest Service's financial house is not in order. Ue can assure you 
that this has been the case since 1991 when the Office of Inspector General 
first performed the legislatively mandated annual financial statement audit. 
We can also conclude, based upon what we have learned, that it is most likely 
always to have been the case. Although Forest Service management is 
responsible for the development of reliable financial information, they are 
not alone in creating the problems that have thwarted achievement of that 
rudimentary goal. The Department's Central Accounting System, which provides 
general ledger and financial reporting capability for the Forest Service, has 
been similarly unable to generate meaningful data and this has exacerbated 
the Forest Service's predicament. I will briefly describe the problems that 
exist, what corrective actions are underway, and what the future appears to 
hold. 
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The depth of the Forest Service's accounting deficiencies is so extraordinary 
that even the most fundamental principles, like double-entry bookkeeping 
first set forth in writing by the Venetian Monk Luca Pacioli in 1494, are not 
always honored. Perhaps at the core of these problems is the long-standing 
perception that management viewed itself in the role as the stewards of the 
nation's second largest aggregate land holding, and focused on all of the 
attendant resource issues to the detriment of financial management. Uhat 
management did not recognize was that financial data is also a resource and 
requires at least the same level of due diligence and caretaking as a Douglas 
Fir or a riparian area. The accounting procedures to be used throughout the 
agency have been largely left to the discretion of the Regions or even 
operating units. Many of the requirements that were established were so 
loose that the prospect of reliable records was rendered remote; in other 
instances, meaningful measures were prescribed, but not always complied with. 
This decentralized approach was not the sole cause of the inadequate 
accounting but most certainly has been a significant contributing factor. 
Since OIG's first financial statement audit in 1991 we have reported on the 
lack of reliable field level data. Without consistently and properly 
recorded individual transactions, summary financial information is 
meaningless. In the absence of necessary documentation, financial data is 
unverifiable. The so-called "audit trail" that allows auditors and managers 
to trace an accounting event from authorization to completion, has been 
nonexistent or severely lacking. 
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I will give you just a few examples of how porous accounting practices not 
only distort reported financial results but also greatly and unnecessarily 
increase the risks involved in safeguarding assets. 

The Forest Service is the custodian of one of the largest assortment of 
physical assets in the Government. The total value of its land, roads, 
buildings, and equipment is currently reported by the Forest Service to be 
nearly $9 billion. Accordingly, managing these physical assets is obviously 
a matter that warrants the highest priority. Yet the Forest Service has not 
managed its property in that manner. Records have been so poorly maintained 
that it was very difficult if not impossible to determine if all assets that 
should be at a location are, in fact, in place. For example, one year we 
found that the Forest Service reported to the General Service Administration 
that it had S9.2 billion in fixed assets while its own general ledger showed 
only $3.4 billion. The risk of dollar loss is immeasurable in that kind of 
environment because without reliable asset records you can't even begin to 
determine if losses have occurred or if assets have been properly deployed. 

Without reliable records an entity's financial position is unknown. In 1995, 
for example, in an effort to clean up its records, one Region increased the 
value of its roads by about $1 billion. Obviously the roads had not been 
lost but an examination of prior year expenditure reports disclosed 
innumerable miles of roads that had never been recorded to accounting 
records. A recent audit report issued by the Office of Inspector General 
at the Department of Transportation (DOT) stated that the Forest Service 
responded to a national bridge inventory that it had about 3,000 bridges. 
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whereas DOT believes the number to be twice that. 

Accounts receivable is another account that has been frequently distorted. 
For example, in our audit of this year's financial statements we found that 
the Forest Service had recorded a $20 million tort claim stemming from a 
forest fire improperly as an account receivable in that the probability of 
collection was nil. Accounts receivable are referred to as "liquid" assets 
in that they are expected to be turned into cash; inflating receivables 
distorts the agency's financial picture and can impair financing decisions 
by Congress because anticipated cash will not be available. 

Perhaps one of the most persistent problems that has plagued the Forest 
Service's financial management concerns accounts payable. . The Forest 
Service, at the operating level, has never been able to distinguish between 
the recognition of the actual liability, the payable itself, which is to be 
recognized when the ordered goods or services are received, and an 
intermediary step in the process when funds are obligated but the goods or 
services requested have not yet been received. Without getting into the 
detail, governmental accounting principles require these actions to be 
treated very differently, impacting different types of accounts. We have 
found since the onset of our audits in 1991 that the Forest Service 
consistently confuses these two distinct actions, with error rates as high 
as 76 percent. This area epitomizes, to some extent, the institutionalized 
nature of the agency's accounting deficiencies. Since 1993, the Forest 
Service has computed its accounts payable balance statistically by 
identifying on its own the extent of errors likely to have occurred and 
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projecting them over the universe of transactions, then adjusting the total. 
This is analogous to "throwing in the towel." Rather than correcting the 
errors, the Forest Service tries to estimate how many were made. 

The reliability of the Forest Service's financial data has been further 
eroded by not properly matching debits with credits and by not having 

internal controls in place to preclude or detect errors. For example, in 

I 

1993, as part of the Exxon Valdez cleanup effort, Uthe Forest Service 
collected almost $9 million in reimbursements for its expenses and 
obligations. The agency recorded this, however, as a negative adjustment to 
reimbursements receivable. In other words, the records showed that the 
Forest Service actually owed Exxon the $9 million. In another example, in 
1992 we found that portable radios, costing between $522 and $668 each, had 
been entered into the personal property subsidiary accounting system by field 
unit property clerks at acquisition values of between $94 thousand and 
$91 million for each of at least 11 different radios. The aggregate value 
per the Forest Service was $270 million at fiscal year end. Forest Service 
officials could not explain why these amounts had been entered incorrectly 
into the accounting system. Nonetheless, so obvious an error should have 
been readily identified. Adequate controls have still not been established, 
as we continue to find evidence of a lack of supervisory reviews of field 
level data which contribute to poor accounting data. 

Another significant financial weakness that has impacted the Forest Service's 
operations is the matter of correlating financial activity with the budget 
process. In fairness to the Forest Service, it is not alone. 0MB even 
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deferred the requirement that agencies formally report on the reconciliation 
of the two from 1994 to 1997. Some of the Forest Service's processes are 
unique, however, and have made this essential accountability nearly 
Impossible. 

For e.xair,ple, we recently performed a review of deferred maintenance at the 
request of Congress. In its deliberations on the budget. Congress had asked 
the Forest Service to report on its backlog of unmet maintenance needs. The 
Forest Service responded that its backlog was about $7.5 billion. Although 
many of the outstanding maintenance needs were no doubt routine in nature, 
like painting a building, others, such as bridge damage, potentially affect 
public health and safety and warrant prioritized funding considerations. We 
found, however, that the figure reported to Congress by the Forest Service 
was not supportable and represented a series of estimates based upon varying 
criteria. More importantly, perhaps, we also found that the Forest Service 
could not account for maintenance expenditures because appropriations were 
received along program lines, like the "National Forest System" and not by 
functional activity, like maintenance. Further, as funds work their way from 
the Washington Office to the specific targeted demands, such as repairing a 
bridge, they are absorbed throughout the process by the overhead needs of the 
Washington, Regional, and National Forest Offices. We found at the four 
forests we visited in this review that overhead took between 32 and 50 
percent of the funds available. 
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Another method the Forest Service employs to charge expenses potentially 
results in a severe distortion of the deployment of funds consistent with 
Congressional intent. What I am referring to is the Forest Service's use of 
management codes to account for expenditures along program lines. The Forest 
Service uses over 100,000 management codes agencywide, most unique to the 
local levels. Each management code may consist of up to 99 lines of 
accounting which reflect, for example, the percentage of the distribution of 
project expenses to the various accounts. Management codes may be changed 
at any time without specific authorization, approval, or justification. 
Changing management codes results in the reallocation of incurred 
expenditures on a fiscal year basis. In other words, the capability exists, 
and is insulated from scrutiny because there is no audit trail, to move 
previously charged expenses from one budgetary account, where funds may have 
been exhausted, to another unrelated account which may be awash in funds. 
A recent consulting report prepared for the agency concluded that this raised 
"serious credibility issues within Forest Service financial management" and 
cites the perception of others that this process constitutes "cooking the 
books. * 

Let me now transition to the Department's National Finance Center (NFC) 
located in New Orleans. After the questionable accounting data has weaved 
its way through the myriad of Forest Service manual and automated accounting 
systems, it is input into the Central Accounting System, or CAS. CAS 
processes the data into the "BUDG" system for budgetary accounting purposes 
and into the "LEDG" system for financial accounting. Although the same 
information is input, it is categorized differently; management code 
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information, for example, is retained in BUD6, but not LEDG. Management 
codes are initially processed by NFC by the first line of accounting only, 
then "exploded" or distributed over the remaining lines of accounting. 
Although its cause has never been established, the BUDG and LEDG systems' 
results are out of balance. The so-called explosion process appears to be 
one of the primary culprits. NFC has institutionalized these errors, much 
as the Forest Service has with accounts payable, by running automated 
adjustments to bring the two systems into balance without establishing or 
analyzing the causes of the differences. In 1995, for example, $55 million 
in adjustments to obligations had to be made. Adjustments of this type are 
clearly not reconciliations but plugs. Fund balances with Treasury also are 
plugged because NFC's true balances are not known. In 1997, for example, NFC 
adjusted its cash account by increasing disbursements by a net of about $1 
billion and increasing its deposits by a net of about $175 million in order 
to agree with Treasury records. The reasons for the differences were not 
identified. CAS is poorly documented, provides for only summary, and not 
detailed, data and does not meet Governmentwide accounting requirements. CAS 
does not have an adequate audit trail and adjustments and so-called 
reconciliations are processed extensively and without adequate support. 
Simply stated, the CAS cannot produce auditable financial statements. 

Problems of this magnitude cannot be fixed overnight, or apparently, over a 
decade, given the glacier-like pace of the changes. Major systems changes, 
of course, are huge and costly undertakings. As noted at NFC, the needs and 
problems of the Forest Service are not isolated. CAS processes data for over 
30 other USOA agencies. But let me go back to the beginning regarding the 
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problems, what has been initiated, and where the Forest Service and the 
Department stand. Forest Service management had to restructure Its thinking 
regarding financial management. Instead of an administrative nuisance which 
was given little priority, the agency, from top to bottom, had to revamp its 
outlook and focus on the criticality of what financial Information means, how 
it can be used to increase operational effectiveness and efficiency, and how 
it is essential to afford Congress the basis to make Informed financing 
decisions. A couple of years ago I met with the then Chief of Forest 
Service, Jack Ward Thomas, and stressed these points. Mr. Thomas, a long 
time Forest Service resource manager and researcher, initiated the plans and 
mindset which have now been put Into place as the result of our talk. I know 
the current Chief, Hike Oombeck, shares this view and recently testified 
before Congress that Improvements are a top priority. Working In partnership 
with the Department's Office of Chief Financial Officer and my office, the 
Forest Service established an agencywide effort referred to as the "financial 
health initiative." Forest Service management has emphasized the Importance 
of financial health to its line managers and developed core financial 
competencies training for managers, financial staff, and others. Most staff 
have now received some training geared toward Improving financial 
accountability. The Forest Service Issued a financial health desk guide 
designed as a reference source for all staff to use in properly recording 
financial transactions. The desk guide provides uniform accounting 
instructions for accounts receivable, accounts payable, real and personal 
property, and other transactions. 
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The desk guide and training are intended to improve the quality of field 
level accounting data and compliance with Federal financial accounting 
standards. During FY 1997, DIG monitored field office efforts to improve 
data quality. All units we reviewed had begun to implement national 
financial health plans. While progress varied from unit to unit, all units 
were actively engaged in (1) the cleanup of erroneous accounting data and (2) 
improving accountability over real and personal property, accounts receivable 
and accounts payable. In addition, a full-fledged agencywide inventory has 
been in process for some months and is expected to be completed soon. The 
Forest Service, in response to our recommendations, has also agreed to 
significantly limit changes to management codes and to document the changes 
that are made. 

So, the Forest Service's remedial action plan is in place, but what about the 
Department? The Department decided in 1993 to develop a new accounting 
system, called the Foundation Financial Information System, to replace the 
general ledger in CAS. The FFIS, as it is called, is supposed to serve the 
Department as a single integrated financial management system and bring USDA 
into compliance with Treasury, 0MB, and Governmentwide accounting 
requirements. FFIS, which was originally proposed to be fully functional by 
October 1, 1998, has been plagued, however, by numerous problems and 
schedules have slipped. The central segment, or core, of the system is a 
commercial -off-the shelf product which has proven to work at other 
Departments. The Department, in consultation with the user agencies, opted 
to retain the legacy "feeder" systems at NFC, however, and interface them 
with the core package. We have monitored the evolution of the system and 
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have reported concerns regarding the adequacy of the system's testing and the 
problems encountered by retaining the poorly documented legacy systems. Two 
Forest Service Regions and a Research Station began processing on FFIS on 
October 1, 1997. Significant problems have been encountered, however, and 
full implementation of the system has been deferred indefinitely. The Office 
of Chief Information Officer recently contracted for an independent 
verification and validation of FFIS. The contractor's draft report indicated 
that further implementation of the system, as currently configured, bears 
great risk. 

The contractor was also sharply critical of the Forest Service's management 
code explosion, referring to it as a ‘millstone around the neck of FFIS.* 
The report noted that the process increased the difficulty in coding and 
testing and has unduly saturated central processing unit time. The Forest 
Service, in response to our recent interim report, has agreed to eliminate 
the redistribution of expenses capability from FFIS. The Department is 
aggressively working to rectify all of the FFIS problems. In our opinion, 
the core FFIS system has been proven to be viable and should fulfill the 
accounting needs of the Forest Service once it becomes operational. This 
would alleviate any need for the Forest Service to develop its own general 
ledger system. 

The foundation has been laid to correct these massive problems. Much work 
remains, however, but all the components are in place, or are being brought 
into place, that can result in strong financial management for the Forest 
Service. 
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Mr. Horn. I would like Representative Hastings to begin the 
questioning. 

Mr. Hastings. Just really one question out of all that. I have to 
say I — I was not shocked I guess, hut your opening sentence of 
your second paragraph was pretty strong. 

But you feel that — ^let me just back up. In your testimony, you 
suggested that this has always been the case. The Department for 
whatever reasons, and maybe you can give me those reasons, never 
wanted to address this. Why do you think that happened? Did you 
pick any of this up when you were going through the hooks and so 
forth as to why this was never done before? 

Mr. VlADERO. Well, sir, I arrived in 1994. I am a career person 
from the Federal Bureau of Investigation, and I arrived at the be- 
ginning of fiscal 1995 and this is when I got involved in this deba- 
cle of accoupting, if you will, throughout the Department on a con- 
solidated statement. At that time. Forest Service was not out on its 
own, we had other agencies. However, for the most part, we have 
been able to change those other agencies around. 

We find the primary problem here is due to the legacy system 
or these feeder systems. They have a system, this FFIS that we 
mentioned, that is down in New Orleans, and it works well. The 
problem with the Forest Service is this retroactive redistribution 
where they go in there and it is like a shell game, we just keep 
moving the dollars around, but yet, we do not get a true picture 
of what we have done. They went on line, as I mentioned, on this 
FFIS, with about three or four regions October 1, 1997, and they 
have not received — I repeat, have not received any management re- 
ports or financial reports out of this system because of this retro- 
active redikribution. That is the cause of this massive delay. 

We notified the Secretary last week that the Forest Service could 
possibly be antideficient. I had to do that as the chief auditor for 
this Department, to let it out there and let it be known that we 
might be looking at some significant issues here in antideficiency, 
since there is no beisis in fact through the accounting records to de- 
termine what has been spent this year. 

Mr. Hastings. Is there an 3 d;hing that Congress can do? I assume 
there will be something that will come to us — ^that we should be 
doing that we are not doing? 

Mr. VlADERO. Well in answer to that, Congressman, we got the 
attention of the Forest Service, we have their attention. Now their 
hearts and minds will follow, I assure you. To that extent, what we 
are looking at is that the system which is in place, works. We have 
gotten them to get rid of this retroactive redistribution, all of these 
management codes. The system in place works. We want debits 
and credits. To me, this is a no-brainer, debits equal credits, since 
1494. They have not been able to get that through yet. In the last 
6 weeks, they have scrapped their retroactive redistribution and 
with that, we hope now that all of these feeder systems that go into 
the central accounting system, this FFIS down at the National Fi- 
nsuice Center, that is all it does is record debits and credits. 

You know, we can massEige things out of debits and credits into 
any form anybody wants, but from the auditors’ opinion, so we can 
report back to you, our clients, the IG’s client of course is the Con- 
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gress and the people, exactly the financial position of the Forest 
Service. 

Mr. Hastings. One last question. In your view, would you sug- 
gest to us or advise the Congress that we be wary of whatever 
numbers come out of the Forest Service in this regard, as to budg- 
etary items, cost items, so forth? 

Mr. VlADERO. Well, I could not advise you to the contrary, Mr. 
Congressman. Mr. Ebbitt informed me on the way out here that on 
Friday afternoon, the fiscal 1997 financial statements were finally 
presented to us and those were basically due to us December 1. So 
we are about 7 months behind the curve on that, and that is part 
of the department’s consolidated ftnancial statement, which I will 
review next week and hopefully get out next week. 

I just wEint you to understand the IG’s office is not the cause of 
the delay of these financial statements. 

Mr. Hastings. OK, thank you very much, Mr. Viadero. 

Mr. Viadero. Yes, sir. 

Mr. Horn. Well, it is a great pleasure to have you here. Inspec- 
tor General. I rec^l that back about 3 years ago, you chaired the 
debt collection group of the chief ftnancial officers and I was glad 
to put that into legislation and I stole every word you suggested 
and we now have it as law of the land, and I think it is a major 
contribution to getting the deadbeats to pay back their debts that 
they owe to the Federal Government, namely the taxpayers. 

So thank you for coming. And I guess after listening to you and 
your common sense view and your no-holds barred, I am tempted 
to ask Mr. Ebbitt, after doing the audits, are you also his food tast- 
er in the Agriculture cafeteria. [Laughter.] 

Mr. Viadero. He starts the car though. 

Mr. Horn. Who eats first, I do not know. 

Let me just go through a few questions here that interest me, be- 
fore you leave. 

The Forest Service predicts that its new ftnancial management 
system will be in place by September of this year. Do you have any 
conftdence that will occur? 

Mr. Viadero. None whatsoever. 

Mr. Horn. OK I am glad we did not have a lot of qualifications 
on that answer. [Laughter.] 

I think we know from your testimony why the Forest Service 
cannot seem to implement the same ftnancial system, but this de- 
centralization bit that you mentioned, have you looked at it strictly 
in at least a few cases of what the region or what the particular 
forest has in accounting? Do they have any systems that give them 
timely information as a msinager of the resource? 

Mr. Viadero. I am going to ask Mr. Ebbitt to give me a hand 
on this one. 

Mr. Horn. OK. Mr. Ebbitt. 

Mr. Ebbitt. Thank you, Mr. Chairman. 

Essentially, decentralization in and of itself is not really the 
problem, if you have strong management controls overseeing the 
process. But the Forest Service has not had that. So while you can 
continue with a decentralized approach, which the Forest Service 
has to do since they are so widely distributed, you have got to have 
strong controls in place. 
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I think they are making some progress to address that situation. 
With our assistance, they have come out with a desk guide that is 
supposed to be out there in every forest, every district, that the 
person that is inputting the data at the front end can open the 
book and look at it and say how do I treat an accounts receivable, 
how do I treat an accounts payable and so on. So hopefully, you 
will get some standardization through that kind of a process. lliat 
is what you have to have. 

Mr. Horn. Yes. So your answer would really be on the deceri 
tralization, you hope that that data base will be really worked 
through at the departmental level, but be, I would hope, manage- 
ment purposes for the local officials that have to administer a 
budget. 

Mr. Ebbitt. Absolutely. I mean it really cannot work in any 
other fashion. It starts there at that district office level where the 
information is needed, but then it has got to be consolidated into 
the department’s and the Forest Service’s overall report and you 
have got to have strong controls at the front end to get that accom- 
plished. 

Mr. Horn. Every executive job I have ever had, I had the con- 
troller or the chief financial officer give me a statement every 
month which showed percent of fiscal year elapsed and percent of 
money spent by category, be it a programmatic or a functional cat- 
egory. Does the Department of Agriculture have that? 

Mr. Ebbitt. Mr. Chairman, you would be a disappointed chair- 
man of the board with the current state of affairs in the Forest 
Service, because you would not get those reports. That is exactly 
what is not happening now. The central accounting system cannot 
produce those Wnds of reports. The new system, the Foundation Fi- 
nancial Information System, hopefully will be able to do that in the 
future, but when we left town last week, as of last Friday, such a 
report for the two regions and the lab station that is currently 
using FFIS, were not available yet for the current fiscal year. That 
calls into concern the antideficient situation that the IG mentioned. 

Mr. Horn. I was going to follow up on that and you led me to 
it, in terms of the Anti-Deficiency Act. That is a very serious situa- 
tion, as we all know. The law has been on the books for at least 
100 years, has it not? And I do not know if any cabinet officer has 
ever gone to jail but there are — and I am not sure if there are puni- 
tive actions, I believe there are, it is just the U.S. attorney has not 
brought them or the President has called them off, or something 
like that. 

But what can you tell me about that act? 

Mr. ViADERO. Well, agEiin, we are not stating that in fact the For- 
est Service is antideficient, but here we are in the fourth quarter 
of the fiscal year and not one management report has been let on 
what the Forest Service’s actued expenditures are, and that is from 
the chief accountant of the department, the chief financial officer, 
if you will. So the Forest Service is dealing with off-line systems 
to manage their funds at this time, and that is just a deplorable 
condition. 

I can tell you that as the manager of the Office of Inspector Gen- 
eral, I get monthly management reports. I want to know how far 
into the year I have spent 8uid what is left over and if we have to 
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move funds around, we will move them around, especially in the 
fourth quarter. In the Forest Service, we just do not know what is 
there because these folks — and this is not their fault necessarily — 
these folks just have not been given timely and/or accurate infor- 
mation. 

Mr. Horn. Well, you know, it reminds me of what I did with 
money in the final quarter of a fiscal year. You can make up for 
a lot of things you really have not been able to expend during the 
ye£ir, because you have got an ongoing base program. But then you 
get into something like weeds, and if they had those data, they 
could redirect, reprogram money in the last month of the fiscal 
year and solve a lot of these problems that sort of creep up on you 
unless you do something about them. That is why good manage- 
ment cannot occur unless you have good accounting. 

At this point in the record, without objection, I am going to put 
a section from the Congressional Research Service on the Anti-Defi- 
ciency Act, just for the education of those who will read this hear- 
ing. 

[The information referred to follows:] 



CRS R eport for Cgngjess 


General Management Laws: 
A Selective Compendium 


June 13, 1997 


Project Coordinator 
Ronald C. Moe 

Specialiat in Government Organization and Management 
Government Division 



CRS 
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H. Antideflciency Act 
Statutory Intent and History 

The so-called Antideflciency Act (33 Stat. 1214, and 34 Stat. 27; 31 U.S.C. 
1341-42) actually consists of a series of provisions and revisions incorporated 
into appropriations laws over the years, relating to matters such as prohibited 
activities, the apportionment system, and budgetary reserves. These provisions, 
now codified in two locations in Title 31 of the United States Code, continue to 
play a pivotal role in the execution phase of the federal budget process, when 
the agencies actually spend the funds provided in appropriations laws. 

The origins of the Antideflciency Act date back to the nineteenth century. 
The initial portion, enacted in 1870 as Section 7 of the General Appropriations 
Act for Fiscal Year 1871, provided; 

... that it shall not be lawful for any department of the government to 
expend in any one fiscal year any sum in excess of appropriations 
made by Congress for that fiscal year, or to involve the gover nm ent in 
any contract for the future payment of money in excess of such 
appropriations. (16 Stat. 251) 

The intent was to prevent expenditures in excess of appropriations. Section 5 
of the 1870 law also addressed the issue of congressional controls over budget 
execution, though not the question of preventing deficiencies. Instead, it 
provided that unexpended b^ances of appropriation accounts could only be 
applied to payment of expenses or contracts incurred during that year. 

Mqjor legislative provisions, often referred to as the Antideficiency Acts of 
1905 and 1906, sought to strengthen the prohibitions of the 187() law by 
expanding its provisions, adding restrictions on voluntary services for the 
government, and imposing cr iminal penalties for violations. Most importantly, 
the laws established a new administrative process for budget execution. This 
process, which remains in use today, is termed "apportionment'' and results in 
the distribution of the budget authority provided in appropriations law to the 
agencies in installments, rather than all at once. 

In order to provide against disproportionate spending rates by agencies, the 
1905 legislation mandated that appropriations be "so apportioned by monthly 
or other allotments as to prevent undue expenditures in one portion of the year 
that may require deficiency or additional appropriations to complete the service 
of the fiscal year ..." However, the fiscal discipline of this provision was 
weakened by longtmge allowing apportionments to be "waived or modified in 
specific cases by the written order of the head of the Executive Department or 
other Government establishment having control of the expenditure...." (33 Stat. 
1267-58). 

This exemption from apportionments by written order provided a broad 
IdOphole, widely used by deparimeni beads. Tbe 1906 revision SOU^t to tighten 
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the waiver language by stipulating that apportiomnentE could not be waived or 
modified "except upon the happening of some extraordinary emergency or 
unusual circumstance which could not be anticipated at the time of making such 
apportionment" (34 Stat. 43-49). Moreover, any waiver or modiiieation of 
apportionment was to be justified in a writing and communicated to Congress 
"in connection with estimates for any additional appropriations required on 
account thereof." 

In 1933, with Executive Order 6166 issued pursuant to the Economy Act 
of 1933 (46 Stat. 16), authority for "making, waiving, and modifying 
apportionments of appropriations" was transferred from agency heads to the 
Director of the Bureau of the Budget (BoB). However, BoB had earlier exerted 
control by administrative means, such as a circular directing each agency to 
estimate an indispensable level of fhnding to cany out its activities. Following 
review by the Bureau and approval by the President, the remainder of the 
appropriation, or estimated savings, was to be designated a "General Reserve." 
So, the apportionment process came to have two objectives; to prevent 
deficiencies and to effect savings. 

The continuing growth and complexity of the federal budget strained the 
existing system of administrative controls over funds. Eventually, another 
substantial revision of Antideficieney Act provisions occurred in 1950 (P.L. 81- 
769, 64 Stat. 595), largely baaed on recommendations in a report to Congress 
from the Bureau of the Budget and the General Accounting Office.’ 

The BoB/GAO report suggested that changing conditions during the fiscal 
year would alwa3m require some reacDustments, but such changes could be 
expected to result in surpluses as well as deficiencies. The 1950 amendments 
incorporated this view and, for the first time, provided a statutory basis for 
budgetary reserves. The amendments also expanded upon the provisions of 
earlier regulations by stipulating four justifrcations for establishing reserves: (1) 
to provide for contingencies, and to effect savings whenever savings are made 
possible by or through (2) changes in requirements, (3) greater efficiency of 
operations, (4) or other developments subsequent to the date on which such 
appropriation was made available. The 1950 amendments further spelled out 
more detailed instructions for the operations of the apportionment process 
beyond the establishment of reserves, and for subdivision of apportionments at 
the agency level. 

In the nud-1950s. Congress enacted a provision relating to the 
administration of the apportionmeat system by the agencies. This 1966 
amendment simplified agency systems for subdividing funds by eliminating 


’ Report and Becommendatioas by the Director of the Bureau of the Budget and the 
Comptroller General of the United States with respect to the Antideficiency Act and 
Related Legislation and Procedures. Submitted to Senator Styles Bridges, Chairman of 
Appropriations Committee, June 5, 1947. manuscript. 35 p. Cited by Louis 

Fisher, Preaidential Sperulln^ Power, (Princeton, N*1 : Princeton Umversity Prees, 1975 ), 
p. 155. 
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multiple pockets of funding authority, known as "allowances," bo that 
administrative controls in the apportionment system would consist solely of 
allotments CPX. 64-863, 70 Stat- 782). The following year, provisions relating 
to the apportionment system were further revised. The effect of the changes 
was to prohibit the request for apportionments or reapportionments 
necessitating a deficiency or supplemental estimate unless the agency head 
determined that such action fell within the exceptions expressly, set out in the 
law (71 Stat. 440). 

Major Provisions 

There are four main tjrpes of prohibitions contained in the Antideficiency 
Act, as amended; making expenditures in excess of the appropriation; making 
expenditures in advance of the appropriation; accepting voluntary service for the 
United States, except in cases of emergency; and making obligations or 
expenditures in excess of an apportionment or reapportionment, or in excess of 
the amount permitted by agency regulation. 

The limitations on expending and obligating amounts (31 U.S.C. 1341) 
prohibit an officer or employee of the United States government or of the 
District of Columbia government from: 

• Making or authorizing an expenditure from, or creating or 
authorizing an obligation under, any appropriation or fund in excess 
of the amount available in the appropriation or fund unless 
authorized by law; and 

• Involving the government in any contract or other obligation for the 
payment of money for any purpose in advance of appropriations 
made for such purpose, unless the contract or obligation is 
authorized by law. 

The limitations on voluntary services (31 U.S.C. 1342) prohibit an officer or 
employee of the United States government or of the District of Columbia 
government &am accepting voluntary services for the Untied States, or 
employing personal services in excess of that authorized by law, except in cases 
of emergency involving the safety of human life or the protection of property. 

An entire subchapter (31 U.S.C. 1511-1519) deals with the apportionment 
system. It contains provisions for definitions and application, for apportionment 
and establishment of reserves, for officials controlling apportionments, for the 
administrative division of apportionments, and for authorized apportionments 
necessitatingdeficiencyorsupplementai appropriations. The subchapter further 
provides for exemptions, prohibited obligations and expenditures, and sanctions 
entailing adverse personnel actions and criminal penalties. The subchapter does 
not apply to Congress (the Senate, House of Representatives, congressional 
committees, a Member, officer, employee, or office of either House of Congress, 
or of the Office of the Architect of the Capitol) (31 U.S.C. 1511(b)(3)). 
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The central enforcement proviaion. is found in Section 1517. An ofti 
emplo 3 me eubjeet to apportionment is prohibited from making obligationi. 
expenditures in excess of an apportionment or reapportionment, or in excess c. 
the amount permitted by agency regulation. Violations are puniehable by 
appropriate ad m i ni strative discipline, including possible suspension from duly 
without pay or removal from office (Section 1518), and/or by criminal penalties, 
including a fine of not more than $5,000, imprisonment for not more than two 
years, or both (Section 1519). 

Discusaion 

The framework for the apportionment process, as refined in the 1950 
amendments, remains the basis for federal budget execution. However, 
evolution of the process continues, occasionally being modified by statute or 
executive order, but more frequently affected as a result of agency regulations, 
decisions of the Comptroller (General, and other legal opinions. 

The Impoundment Control Act (Title X of the 1974 Congressional Budget 
and Impoundment Control Act, 88 Stat. 297) amended the 1950 language 
regarding budgetary reserves in an effort to tighten control over executive 
branch discretion. The 1974 legislation served to delete the "other 
developments" justification contained in the 1950 amendments. Henceforth, 
reserves were to be established "solely to provide for contingencies, or to effect 
savings whenever savings are made possible by or through changes in 
requirements or greater efficiency of operations” (88 Stat. 332). Under the 1974 
law, reserves were to be considered as a type of deferral, or temporary 
postponement of spending, in contrast to a recision, or permanent cancellation.^ 

The prohibitions in the Antidefieiency Act against spending monies in 
advance or in excess of appropriations sometimes lead to "fiinding gap" 
situations-when action on appropriations measures is not completed before the 
start of the new fiscal year and interim continuing resolutions lapse or are 
themselves delayed. For many years, agency officials generally maintained 
operations during periods of ejq>iTed funding, while attempting to cut or 
postpone all non-essential obligations. Such action, while in technical violation 
of the Antidefieiency Act prohibition on incurring obligations from Congress, 
was usually redressed by passing continuing resolutions effective retroactively 
to the beginning of the fiscal year. 

The situation changed in the early 1960s with the issuance of two opinions 
by Attorney General Benjamin Civiletti concerning implications of the 
Antidefieiency Act in instances of funding gaps.^ According to these opinions, 


^ A reetatement of deferral authority was provided in the Balanced Budget and 
Emergency Deficit Reduction Beaffirmation Act of 1987 (101 Stat. 785-786). 

^ "Applicability of the Antidefieiency Act Upon a Lapse in an Agency's 
AppropridtionS.” 4A Op. O.L.C. 16 (1980); "Authofito for Oonfinuance of (xovemment 
Functioue During a Temporary Lapse in Appropriations," 5 Op. OX.C. 1 (1981). 
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when appropriations lapse federal managers are to act immediately to terminate 
the agency’s normal operations in an orderly way; however, Yarious exceptions 
in the Antidehciency Act allow some functions to continue. The Attorney 
General also stated that the Department of Justice would strictly enforce the 
criminal provisions of the Act in cases of future violations.* 

Selected Source Reading 

U.S. General Accounting Office. Office of General Counsel. Principles of 
Federal Appropriations Law. 2nd ed. Vol. II. (Washington: GAO, 1992). 
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* See U.S. General Accounting Office, Funding Gaps Jeopardize Federal Government 
Operations, PAD-Sl-31, (Washington; GAO, 1981). Tlie 1980 and 1981 Opinions of the 
Attorney General are included as Appendices. The Budget Enforcement Act of 1990 (104 
Stat. 1388-573), amended Title 31 to furtier limit voluntary services allowable under tbe 
Antidefidency Act. 
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Mr. Horn. Your testimony said that in the accounts payable 
area, the Forest Service has an error rate of 76 percent and what 
is the consequence of that high error rate? 

Mr. Ebbitt. Mr. Chairman, the primary issue is that in the final 
analysis, the Forest Service does not know what payables they 
have. It gets back to the main problem of when is a payable a pay- 
able. It should not be a payable until you have the goods and serv- 
ices in hand. The Forest Service does not do their business that 
way. They record it as a payable when an order is placed although 
the order may not be delivered for some months, and perhaps lapse 
over into the next fiscal year. You cannot keep your books that 
way. 

So when the Forest Service attempts then to project what they 
think payables are, it is a crazy system, they are trying to make 
a projection based on mistakes that are found, to clean up the sys- 
tem. It makes no sense. You cannot put any faith in the number 
whatsoever. 

Mr. Horn. I think in the first part of this hearing in Bellflower, 
we had a couple of outside witnesses say that the budget people 
and the financial people are usually in different buildings and even 
in different cities. Is there any talking between the budget group 
and the financial OTOup? 

Mr. Ebbitt. Well, I think it is obvious, there really has not been 
enough talking. Over the years, in the Forest Service, one of their 
main problems has been personnel in this area, in the financial 
management arena. For the last 9 months essentially, there has 
not been a CFO at the Forest Service, there has not been that per- 
son at the top directing the financial management activities of the 
Forest Service. They have been working to fill that position and I 
understemd that either perhaps this week or very soon a new CFO 
is about to come on board. But that has got to occur, they have got 
to get these folks talking together. 

Mr. Horn. That error rate, is that consistent with error rates in 
other bureaus or administrations of the Department of Agriculture? 

Mr. VlADERO. Well, we are very happy to state that the Forest 
Service is out on their own with that particular error rate. 

Mr. Horn. They are the winner. 

Mr. VlADERO. Nobody else comes near it. 

Mr. Horn. Sort of something patriotic about 76. 

Mr. VlADERO. Yeah, they got the prize, sir. 

Mr. Horn. Well, the British are coming. Forest Service. 

Mr. VlADERO. I have got the lamps ready. 

Mr. Horn. Let us see what happens. 

Tlie subcommittee received word about missing firearms at the 
Forest Service. Are you aware of any such problems? 

Mr. VlADERO. I becsime aware of them at — last Wednesday after- 
noon in Glynco, GA, at the Federal Law Enforcement TVaining 
Center. A message was passed on to me that there appeared to be 
missing firearms and/or lost or stolen, for lack of a better term. I 
met with Mr. Ebbitt, the assistant IG for audits, and I spoke with 
John Novak, who is the acting IG for investigations, to put an 
audit plan together and we are about to go out nationwide and we 
will go out to the Forest Service and see what weapons are on the 
books and records and where they are. Any weapon that is not 
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found, that is either lost or stolen, we will enter into the National 
Crime Information Center, which is NCIC, that the FBI runs. If 
anybody does come up with it, it will be stolen Government prop- 
erty and it will be a felony, whether that person be a Government 
employee or not. That is a quick way to ensure that all the guns 
come up. 

Mr. Horn. Are there any national inventory records of how many 
guns are supplied and budgeted to various forests? I did not know 
we were really in the gun business either until 

Mr. VlADERO. Well, sir, I conduct — as the Chief, Office of Inspec- 
tor General, as you know, we have the aggregate of the special 
agents assigned to Agriculture, we do annual weapons inventories. 
Tliat is a carryover from my FBI days. The Forest Service I under- 
stand does have an inventory. We will have to take their inventory, 
see how current it is and roll it forward. 

Mr. Horn. Well, at least, they will not get to the lost missile 
launcher by the Pentagon, so maybe we are lucky. 

Mr. VlADERO. They might have one of those too, sir, I do not 
know. [Laughter.] 

Mr. Horn. Are they using .45’s, .38’s or what? 

Mr. VlADERO. They are — right now they are all scheduled to be 
Glock model 19, 9 millimeters. 

Mr. Horn. We get classier and classier. 

Given the Forest Service’s poor record on financial management, 
do you have confidence that the recreational user fees will be used 
for their stated purpose? 

Mr. VlADERO. At this time, sir, I have no confidence in anything 
until I get some reports out of the system. But I would also like 
to tell you I personally have not been involved in the recreational 
user fees and I think I might be misleading you if I made a conclu- 
sion either way. 

Mr. Horn. Well, do you think you might want to put it on your 
agenda of things to do? I realize you have priority one and priority 
two, I understand that. But we are now getting some real money 
into these accounts and it is something your office might want to 
take a look at. 

Mr. VlADERO. It will definitely come up as part of the financial 
review for fiscal 1998, yes, sir. 

Mr. Horn. Good. Any other questions? 

Mr. Hastings. No, I do not. 

Mr. Horn. Well, we theink you very much, both of you, for com- 
ing out this way. Hope you enjoy the drive through the forest back, 
if you are headed for Seattle. 

Mr. VlADERO. It is a great country. 

Mr. Horn. It is. All that clean air is getting to me. I like to feel 
air, you know, grab it. 

Mr. VlADERO. Unfortunately we got caught in the rush hour last 
night. 

Mr. Horn. Did you? Yeah, they have bumper to bumper prob- 
lems. 

Mr. VlADERO. Both Mr. Ebbitt and myself thought about what it 
will be like next Monday, just leaving the building to go home. We 
look forward to seeing you next week. 
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Mr. Hastings. I would just simply say the problem you had last 
night is one more difference between eastern Washington and west- 
ern Washington. 

[Applause.] 

Mr. VlADERO. I come from the south Bronx, not the Bronx, so I 
will leave that one alone. [Laughter.] 

Mr. Horn. OK, thank you, gentlemen, appreciate it. 

Now we will get back to our panel and we appreciate your pa- 
tience and indulgence, but that was very important information, as 
I think most of you will agree, that we have on the record. And it 
was new to most of us. 

Mr. Hastings. It absolutely was new. 

Mr. Horn. So that is why we have inspectors general, that is an 
office established by Congress 20 years ago and they do a superb 
job of keeping things honest. 

So let me-^id you have some further questions? 

Mr. Hastings. I just wanted to ask one question of Ms. Kennedy. 
In your statement, and you kind of went through it very quickly 
and that was I think a sense of frustration that you have with the 
environmental assessments and the time that that takes in order 
for the Forest Service to respond to a new noxious weed that comes 
in. Could you kind of walk us through what that process is? 

Ms. Kennedy. Yes. Basically I will give you the orange and 
metal hockweed example. We originally found that in 1995, we got 
the reports from Idaho because they are losing 30,000 acres. We 
wanted to get right on top of it right away. We found our largest 
infestation on Forest Service land. We got in touch with them right 
away, asked them to— you know, we gave them the information, 
told them that a herbicide is the best method for this particular 
species because it spreads by roots, root fragments, and also by the 
seeds. 

They at that point started their environmental assessment EUid 
due to lack of funding and due to the entire process 

Mr. Hastings. Let me interrupt you just a moment. Now by law, 
the Forest Service has to go through this environmental assess- 
ment. 

Ms. Kennedy. Yes. 

Mr. Hastings. It is not something — it is by law that they have 
to do this. 

Ms. Kennedy. By law, they have to do this, they have to be real 
site-specific, because of the NEPA documentation, the NEPA law. 
So they have to go out and look at the site, do all the site prepjira- 
tion and analyze the site. Due to lack of funding over the last — it 
has taken them 3 years. Basically it has taken them 3 years smd 
a cost of $50,000 in order to get that one environmental assessment 
completed. This is the first year — just 2 weeks ago was the first 
herbicide treatment that they applied to the orange and metal 
hockweed. Unfortunately, with a plant that spreads the way that 
that one does and it is in an area where recreation is up there, 
wildlife is up there, those seeds were spread, and now some of that 
hockweed has moved outside of the boundary of that EA, so an- 
other EA is going to have to be completed in order to get those sat- 
ellite infestations. It is devastating when something t^es that long 
in order to get approved when, like I said earlier, their entire 500 
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or 600 acres could have been treated for less than $1,000. It is a 
lot of money for paperwork with no implementation on the ground. 
It is devastating. 

Mr. Horn. I must say, I grew up on a ranch, I still have it, but 
hockweed I am not familiar with. Could you sort of describe it to 
me? 

Ms. Kennedy. It is a new infestation. It looks a lot like a dan- 
delion when the flowers actually 

Mr. Horn. Those I am familiar with. 

Ms. Kennedy. Right. 

Mr. Horn. Five hundred in my backyard. 

Ms. Kennedy. There you go, that is it. Once they flower, they 
have got that little parachute that can blow in the wind for miles. 
It adheres to wildlife. It has got a hairy stem to it, it is very easy 
to control, but the biggest thing is you have got to get on it right 
away because if it is let go, the rosette causes very severe matting 
problem where seedlings cannot grow, nothing will grow in be- 
tween it, it will choke out everything. 

Mr. Horn. They just soak up all the water too. 

Ms. Kennedy. Right. 

Mr. Horn. And how high do they get? 

Ms. Kennedy. They get — ^it depends. The more moisture, they 
could have healthier plants — ^but between 6 to 12 inches tall. Some 
of the metal hockweeds, about 15 inches tall. 

Mr. Horn. Interesting. 

Mr. Hastings. One more question, if I may, Mr. Chairman. Mr. 
Gladies, in view of just the previous testimony that you heard from 
the IG and in looking at your testimony where you have a lot of 
graphs, you alluded to several of them in your testimony, does that 
cause you some discomfort now, what you heard with what you are 
comparing with as to costs and expenditures and so forth? 

Mr. Gladies. Yes and no. We in the industry that track timber 
look pretty close at the records and we believe that the Forest 
Service timber records are fairly accurate, although we do differ in 
how much volume they sell, because cruising versus scaling gets 
different results. 

But I have got to tell you, listening to the IG, I am struck — and 
listening to Mr. Williams’ discussion, there is a lack of account- 
ability in the Forest Service. In private industry or in most State 
and local governments, if there were those kind of discrepancies, 
the employees would not be there. That does not happen in the 
Federal Grovemment, and I believe, having been a Federal em- 
ployee, that that rests at the feet of Congress. There has not been 
a lot of oversight when there are discrepancies found smd there has 
not been a lot of personal consequence. 

Now none of us like to say well, you have got to fire somebody, 
but I have got to tell you, when that kind of money cannot be 
tracked, I tlunk Congress ought to be doing more oversight with 
the agency. 

Mr. Horn. Well, I can assure you we do our best at Government 
Reform and Oversight to msike up, because the authorization com- 
mittees and the appropriations committees are very busy through- 
out the year both with policy questions and the actual allocation 
of money. So we have got about eight subcommittees on our full 
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committee that try to make up for that. Some people have said we 
ought to move to a 2-year budget and then the authorization and 
appropriations committees could spend 1 year going out to look at 
operations so they would know more for the year they have to 
make judgments. And it is not a bad idea, but I do not know that 
it is ever going to happen. 

Mr. Gladies. If you read back into the history of the Forest Serv- 
ice and you read the personnel performance reviews that were done 
in the early Forest Service by Gifford Pinchot, there were rangers 
and supervisors that were terrified because they were very blunt, 
what they found, what they liked, what they did not like. That does 
not happen within the Forest Service personnel system an 3 rmore, 
of really writing out discrepancies and rewarding, you know, per- 
sonnel victories and good performance. 

When you have a supervisor who no longer has within his annual 
performance review targets that say this is what you are supposed 
to produce and did you or did you not, that is a prescription for not 
getting a lot done. The agency has gone from, in many instances, 
an agency that did things on the ground to one that plans. Well, 
planning is pretty hard to run through a performance evaluation, 
and I personally believe that a little more attention to producing 
targets — and this Congress walked away from timber targets in the 
early 1990’s and said we are not going to hold regional foresters 
to a level — ^you know it is pervasive within the system to just say 
well, we will produce whatever we produce. That is not a good way 
to get things done. In any organization that is successful, tney have 
some pretty hard targets and goals and within the Federal Govern- 
ment, witmn the Forest Service that I am familiar with, we have 
lost that. And I am no longer an employee, but it hurts when I 
hear some of the stuff that I heard from the IG today. 

Mr. Hastings. I do not have any more questions, Mr. Chairman. 

Mr. Horn. I thank the gentleman for that line of questioning. 

Let me go through a few sort of summary things here. Remind 
me how many here were opponents of the recreational fee? One, 
two, three. And over here, you are supporters of it? I just want to 
get it straight — ^with or without reservations. 

So here is the question to both groups — if we do not have the rec- 
reational fees, who — and we sire trying to balance the budget, 
which we are and it has not happened since 1969, but we are seri- 
ous on getting surpluses and also retiring a $5.3 trillion national 
debt. And that is what we will do with at least half of the surplus, 
I think that Representative Hastings would agree, that is certainly 
how a majority feel on our side. 

Now where should the additional revenue for forest amenities 
come from, given the importance of — and the interest of people in 
recreation and especially those in large urban areas, even smaller 
towns nearby that would like to take advantage of the forest, not 
on the timber side but more on the recreational side? Any ideas 
where the money ought to come from? Mr. Tingelstad. 

Mr. Tingelstad. Well, I do not think there is a question person- 
ally of whether there is enough money. I think the problem is how 
the money is being allocated. As far as where the money comes 
from to run the forests, from what I can see, logging has hardly 
been the financial boost that I hear some people seem to say that 
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it is. In fact, it seems as though it has cost the American taxpayer 
hundreds of millions of dollars. I think that if they had broke even, 
and not lost hundreds of millions of dollars, that would have 
been — ^they could have cleared a lot of trails with that. 

I also think that — real briefly — ^that a lot of money is spent, and 
a large amount of money is spent, such as $3.3 billion of our tax 
dolleirs in just 5 years, to benefit huge timber and forest companies 
like Weyerhauser and Georgia Pacific. There are example after ex- 
ample of corporate welfare. I think that there is an awful lot of 
money out there going in an awful lot of directions that people 
have no idea. McDonald’s gets millions of dollars, Gallo Wines, 
California wineries, get millions of dollars to advertise overseas. 
The list is long. They estimate — ^this is Common Cause — ^that cor- 
porate welfare alone will cost the American taxpayers $265 billion 
in the next 5 years. That is a lot of trails and restroom facilities 
for the Forest Service, if I am not mistaken. 

The amount of money that it takes to run the Forest Service is 
minuscule when you compare it to figures like those. I think the 
money could be found without charging the public. 

Mr. Horn. Mr. Mitchell. 

Mr. Mitchell. Well, I think that it is desirable that the National 
Forest System continue to be managed as part of the national in- 
frastructure, as it was originally envisioned to be, by Teddy Roo- 
sevelt and Gifford Pinchot and a number of other visionaries of 
that time. The genei^ appropriations route, I think, is a proper 
route. 

In terms of losses, I think it is kind of a matter of pick your poi- 
son. Timber is going to lose you — ^the timber program of the Forest 
Service is going to lose you in totality about $2 billion a year, if 
we continue to do it. That is in appropriations. The recreation pro- 
-am is going to be about $230-$240 million, so there is a dif- 
ference almost of an order of magnitude between those two figures. 

The Forest Service itself, and the citation is in my written testi- 
mony, they project that by next year, the year 2000 — ^well, a year 
and a half— that the recreation, and particularly hunting and fish- 
ing on the national forests, is going to generate 31 times the rev- 
enue to the American economy that the current timber program 
does and it is going to generate 38 times more jobs than the timber 
program does. So for a rather small investment in maintaining all 
of the other multiple uses except for the timber program, we can 
be producing a lot more goods amd services, if you want to look at 
it from that point of view. 

So I say cut the big loss and we should continue to fund it 
through appropriations. 

Mr. Horn. Mr. Silver. 

Mr. Silver. According to the Forest Service’s own estimates, once 
fee demonstration becomes permanent and no longer demonstra- 
tion, we will raise $300 million over the first 6 years of its imple- 
mentation, it amounts to $50 million a year. That is trivial. 

Basically, fee demonstration is as I said before, a referendum to 
see if we want to manage our forests as a pay-for-play recreation 
playground. The American Recreation Coalition, which has worked 
for 20 years to get us to this point, is a group that is basically rep- 
resenting the interests of motorized recreation, representing the in- 
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terests of developers, the Disney Corp., Chevron, Exxon, and basi- 
cally is representing a whole new group of people looking at our 
public lands as an opportunity to make enormous investments and 
enormous returns on their private capital. 

Fee demonstration is not an issue of raising money for trail 
maintenance. The amount of money we are tallung about is truly 
minuscule. But the big money will come once you start coming up 
with new products, eco-tainment, edu-tainment, recre-tainment. 
That is what is driving it and that is why we have a private cor- 
poration representing 120 corporations, paying to implement this 
program. 

^ it is just not about raising $50 million a year. It is about a 
new management paradigm, industrial strength recreation as the 
next extractive use of our public lands. 

If paying a fee were to protect our land from privatization, I 
would pay the fee gladly. But paying the fee is basically the way 
to privatize our land now and it is the last thing in the world that 
I am prepared to do. 

Thank you. 

Mr. Horn. Ms. Burke. 

Ms. Burke. Well, I do not think our association is opposed in this 
country to a privatization of a lot of things. But to look at where 
the money should come from to provide to the public those things 
it wants from the forests — I understand the puijlic thinks it owns 
the Forest Service land and it uses it for many different purposes. 
But the people in my business pay the Government and we always 
have. We pay for a certain precise renewable product, it is not ex- 
tracting, it is a renewable product, that we manage usually in con- 
junction with our own ranches and we have to manage them to- 
gether because your requirements on us are more onerous certainly 
than our ability to have our private management considered by 
you. 

But I think basically if the costs were allocated to the bene- 
ficiaries, as we said to begin with, that is a very helpful point of 
departure. Second, I think we need to separate out those costs that 
are not to the development of the product, whether you are talking 
about timber or grazing or recreation, but those costs that are say, 
accrued to litigation, those costs that accrue to other things I un- 
derstand the Forest Service has to do, like manage for the Endan- 
gered Species Act and manage for the Clean Water Act. The man- 
agement that is going on in the Wenatchee Forest, for example, is 
probably more burdensome because of those two acts than it is for 
equipment. So we would just call that to your attention. 

I was encouraged to hear what you heard this morning about the 
accounting procedures and I think if those come, you know, to fru- 
ition, I certainly think. Congressman Horn, you will see that they 
do, that then you will have a better answer to that question. Who 
is the beneficiary and really what is the cost that they need to pay. 

Mr. Horn. Thank you. Ms. Kennedy. 

Ms. Kennedy. Mine will be short and sweet. Basically I believe 
that we would support this because it would share the burden of 
sharing that land. You know, people and wildlife are the main 
spread of noxious weeds. I am focused on that, I cannot get away 
much from that. Right now, the Forest Service budget is very low 
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in controlling those noxious weeds and I do believe that this might 
be a way of sharing some of that burden eind getting the work done 
on the ground that is needed before we do not have any recreation 
land, timber land or ecosystems left in this area. 

Mr. Horn. Mr. Williams. 

Mr. Williams. I guess I am a little confused by some of the com- 
ments, so I want to step back just a little bit and basically point 
out that not all forests have tins opportunity for developed recre- 
ation that might result in however many billions of dollars have 
been mentioned. I am speaking kind of specifically about the 
Colville Forest. My understanding is that the recreation in that 
area is defined as something like dispersed or semiprimitive. We 
would never have the opportunity, probably because there are no 
really fancy things for folks to come and look at, to have a destina- 
tion resort, probably. Depending on what the feature is that folks 
are coming to visit, maybe there should or maybe there should not 
be a fee. I am kind of ambivalent on that. 

However, I do want to point out that on the Colville Forest in 
particular and I think most national forests, some 90 percent of the 
recreational activities originate from a road. Those roads largely 
were built through the timber sale program. Now, during timber 
sales there is Knutson-Vandenberg money set aside to do certain 
things as mitigators for the project. What I am suggesting to you 
is a large part of what we have already got in place was funded 
either directly or indirectly by the timber sale program. Why just 
throw that out the window. No. 1. No. 2, with regard to the com- 
ments that have been made stating that we should not have a tim- 
ber sale program, the option other than tr 3 dng to actively manage 
to vegetative manipulation may include something like prescribed 
burning, which is a cost item, there is no income there, or you let 
it go £ind take your cheinces. Then you eire going to end up probably 
with large suppression expenses like we had in the Wenatchee 
area. 

I would also like to point out that natural is not necessarily 
where we are — it will not supply some of the conditions that are 
being implemented, or standards that are being asked for under 
laws such as the Clean Water Act, and a quick illustration with re- 
gard to that would be — and this is not totally set, the scientists are 
still debating it — ^but in the interior forests we have some 4 to 10 
times as many trees per acre, as much vegetation as we had prior 
to European settlements. One of the critic^ impactors on bull trout 
is the temperature of streams. Temperature rises when the flows 
of streams during summer months decreases. There is a debate 
whether this additional vegetation through evapo-transpiration is 
lowering the summer low flows and hence causing bull trout to 
have a tougher time regenerating. We are going to have to manipu- 
late our vegetation. Let us try to do so with less expense and let 
us not throw out what has subsidized pretty near every other activ- 
ity, recreation, research and otherwise, on the national forests, 
which is timber sales. 

Thank you. 

Mr. Horn. Mr. Gladies. 

Mr. Gladies. Mr. Chairman, a couple of things. Some of the data 
that Mr. Mitchell talked about is based on willingness to pay. You 
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hear him talk about how much money recreation produces into this 
economy, and that is fine, I do not dispute those. But when you ask 
the question well are you willing to pay for recreation on a national 
forest, no, I do not want to pay anything, no demonstration 
projects. Well, there is something counter intuitive there. If we are 
going to use this land, we all have to figure out how to finance it 
in the least costly way that we can. 

The other thing I would suggest is do not just focus on the cost, 
look at the revenues that can be produced. If you look on page 11, 
my graph 7, and look at the timber sale records, as recently as 
1989, the agency produced $1.5 billion worth of timber revenues 
with about just under $800 million of costs. Well, since 1989, we 
have gone from about a 12 billion board foot program down to a 
4 billion board foot program, but the cost of producing that lesser 
volume has stayed the same. The revenues have come down. There 
is a balance. 

If we are going to have a $3.3 billion agency that is going to 
produce what it has got to produce in the budgetary situation that 
we have, everyone is going to have to pay. If the American public 
does not want timber to help fund that and does not want to sell 
that resource, well, then they are going to have to accept some user 
fees, would be my suggestion. I think the problem we have is we 
have one accounting system for timber, TSPIRS, and we do not ac- 
count any of the other programs within the agency in a similar 
way. We do not even look to see how much money recreation may 
spend or may produce. We do not look at what is the cost of a re- 
source and a research program within the Forest Service, and what 
does it reedly produce. 

Congress asked the Forest Service for an all resource accounting 
system 5 years ago. The agency has not done that. Until you do 
that, you really do not know what is happening and you cannot as- 
sess what programs are the ones that you want to highlight and 
push. 

Last point I would make is we add 16 billion board feet of timber 
to our national forest system a year in new growth. We are adding 
about -4 billion board feet of dead timber above and beyond what 
is being salvaged. That is 4 billion board feet of fuels that we are 
adding. Twice in the last decade, we spent a billion dollars fighting 
fire. That is the single most below-cost program in the FedergQ 
Government. We have lightning strikes and we have wild fire and 
we spend a billion dollars fighting it and what we have at the end 
to show is we have employed a lot of Forest Service employees and 
contractors to go chase these fires around the mountains. If we had 
invested that billion dollars trying to do fuels treatment or timber 
harvesting to reduce fuels treatment, we might not have had as 
many wild fires as we did or we may have been able to stop them 
much more quickly. 

Congress has got to look at all those things in balance rather 
than just pay for wild fire aifter it occurs. 

Mr. Horn. Let me ask you there 

Mr. Gladies. The agency is in Florida now fighting State fires 
in Florida. 

Mr. Horn. Give me a definition of what you mean by fields treat- 
ment. 
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Mr. Gladies. Fuels treatment is 

Mr. Horn. Oh, you said fuels? It sounded to me like fields and 
that was what was throwing me. 

Mr. Gladies. Fuels. 

Mr. Horn. Fuels treatment. 

Mr. Gladies. Fuels. 

Mr. Horn. But give me a few examples of that. 

Mr. Gladies. Well, you have a stand of trees that has many 
more trees in it than nature probably would have had if you al- 
lowed fire to go through those stands on a periodic basis. Right 
now, you cannot run a fire through that stand without endsmgering 
the live trees there because it is too volatile. If you went in and 
removed some of that material and then did those bums, you could 
do them much more cheaply and safely. But every time the Forest 
Service tries to do that, folks in the environment^ community say 
no, that is a timber sale, we do not like timber sales. Well, a timber 
sale may be the least costly method of getting that job done. 

The Chief of the Forest Service said we have 40 million acres in 
the interior west that are high risk of catastrophic fire and that 90 
percent of those need material removed before you can safely do 
prescribed fire in them. We put a ton of money, about 20 percent 
of the Forest Service budget is now in prescribed burning. Where 
are they burning? They are burning sagebrush and juniper and 
high elevation stuff where it is safest to bum, and they are not 
treating as many of the forested stands that are overstocked as 
they should. 

If timber can do that more safely and return some money — 
maybe not a profit — ^the managers should be doing that. But within 
the political constmct of today, with the preservationists who say 
no harvesting in the nation^ forests, the agency spends years 
doing EA’s and millions of dollars and then go to court and because 
they did not dot an I or cross a T, they cannot do the project. We 
are wasting millions of dollars planning to do projects that never 
come to fmition. 

Mr. Horn. Thank you very much. Do you have any more ques- 
tions? 

Mr. Hastings. No. 

Mr. Horn. There might be some sent you by staff on both sides 
of the aisle, and if you would not mind, just answering them. 

Mr. Gladies. Be happy to respond to any that come in. 

Mr. Horn. We will put them in the record at the appropriate 
point. 

Well, I thank you all for taking the time to come here and pre- 
pare very fine statements. They had a lot of logic and a lot of good 
organization to them, and I appreciate it. 

We have two more panels that we are going to ask to come for- 
ward that we had put off since earlier this morning. We are talking 
about Ms. Linda Calbom, the Director of Civil Audits, General Ac- 
counting Office; Mr. Jim Meissner, Assistant Director of Resources, 
Community and Economic Development, U.S. General Accounting 
Office; Mr. Ronald Stewart, Deputy Chief for Programs and Legis- 
lation, U.S. Forest Service, and we have Mr. Sam Gehr, Forest Su- 
pervisor, Okanogan National Forest, U.S. Forest Service and Mr. 
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Sonny O’Neal, Forest Supervisor, Wenatchee National Forest, U.S. 
Forest Service. 

OK, ladies and gentlemen, if you will raise your right hands. 
[Witnesses sworn.] 

Mr. Horn. The clerk will note all five witnesses affirmed the 
oath. Let us begin with Ms. Linda Calbom, the Director of Civil Au- 
dits, GAO. 

STATEMENTS OF LINDA CALBOM, DIRECTOR, CIVIL AUDITS, 
GENERAL ACCOUNTING OFFICE; JIM MEISSNER, ASSISTANT 
DIRECTOR OF RESOURCES, COMMUNITY AND ECONOMIC 
DEVELOPMENT, U.S. GENERAL ACCOUNTING OFFICE; RON- 
ALD STEWART, DEPUTY CHIEF FOR PROGRAMS AND LEGIS- 
LATION, U.S. FOREST SERVICE; SAM GEHR, FOREST SUPER- 
VISOR, OKANOGAN NATIONAL FOREST; AND SONNY O’NEAL 
FOREST SUPERVISOR, WENATCHEE NATIONAL FOREST, U.S. 
FOREST SERVICE 

Ms. Calbom. Thank you, Mr. Chairman. I am here today with 
Mr. Jim Meissner, who is the Regional Manager of our Seattle of- 
fice and works in our Resources Community and Economic Devel- 
opment Division, which handles a lot of the programmatic work for 
the Forest Service, whereas I handle some of the financial manage- 
ment work. 

I am pleased to be here to discuss our work on the Forest Service 
financisJ management issues. I am going to touch on some of the 
same things that the IG talked about earlier today. Let me just 
note that I echo his views and comments, but I thought I would 
give GAO’s perspective on those as well. 

As you know, the Forest Service has very deep-seated problems 
in its financial accounting reporting systems. And in July 1996, the 
IG issued what is called an adverse audit opinion, thereby con- 
cluding that the Forest Service’s 1995 financial statements were, in 
essence, totally unreliable. And this represented a continuing pat- 
tern of unfavorable conclusions, as Mr. Viadero noted, which go 
back to 1991 when they begem looking at Forest Service financial 
statements. 

For 1996, Forest Service chose not to prepare financial state- 
ments, but chose instead to focus on trying to resolve some of the 
issues that were raised in the 1995 audit. The financial statements 
have been prepared for 1997, as Mr. Viadero mentioned, they are 
currently finalizing their report on those statements. 

I am going to talk primarily about the 1995 audit findings today 
because that was the last opportunity GAO had to review the audit 
findings that the IG came out with. The 1995 results did disclose 
a number of very serious financial management weaknesses, most 
of which do continue to persist today. I am also going to touch just 
briefly on some of the actions Forest Service has taken to try to 
remedy the problems. 

The 1995 audit weaknesses disclosed included significant report- 
ing errors in the financial statements and the records that support 
those financial statements, a lack of adequate policies and proce- 
dures that safeguard assets against unauthorized acquisition, use, 
or disposition, and this is very key, this is where we are getting 
into the idea that you could have theft of assets and no controls 
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to make sure that does not occur and go undetected. Also, the third 
area was the inability to accurately track revenues and costs, 
which is something that factors into some of the discussions that 
we have had here today so far. 

Just to give a few examples of the tjrpes of problems that were 
encountered, there was $45 million in accounts receivable due from 
other Federal agencies to Forest Service that was double counted. 
This of course, can cause your budgetary resources available to be 
over-stated. There were amounts due to others for contracted serv- 
ices that had to be estimated because Forest Service is not able to 
track the percentage of work completed or amount owed to contrac- 
tors at any point in time. Again, Mr. Viadero was talking about 
that; all the problems in accounts payable. So you could have a sit- 
uation where a vendor was paid twice and the Forest Service may 
not recognize that that had occurred. But for the end of fiscal 1995, 
a $38 million adjustment to the accounts payable accounts was nec- 
essary and this was based on this estimation process that Mr. 
Viadero was talking about. 

Also, there was not a reliable system for tracking the cost of the 
reported 378,000 miles of roads that are owned by the Forest Serv- 
ice. I might note that this exceeds the mileage of our entire na- 
tional highway system. There were inventory counts in one region 
alone when they did begin to start to track these roads, which re- 
sulted in $1.3 billion of roads that had not ever been previously re- 
corded. 

Finally, as I was mentioning. Forest Service did not have ade- 
quate systems to track its revenues and total program and oper- 
ating costs agency-wide. For example, they were not able to come 
up with the cost of fighting a major fire. 

These are just a few examples of what the IG found in their 1995 
audit, and of course you heard earher that there were other exam- 
ples that came up in the 1997 audit. It is kind of a continuing pat- 
tern eind most of these problems really have not been corrected. 
These types of problems can in fact and I think have in many cases 
led to mismanagement or misuse of assets, unnecessary budget re- 
quests, inaccurate performance measures, which of course is a 
focus of the Congress of late, and certainly they are indicative of 
a general lack of accountability for appropriated funds. 

The Forest Service is working very diligently to correct these 
problems and has a goad to do so by the end of fiscal year 1999. 
However, because the problems are so deep-seated, progress has 
been very slow and it is not cleair whether they will be able to meet 
their goal. 

Again, as I was mentioning, the IG’s audit that is about to be 
issued tells us that in essence, these same problems continue to 
plague the agency and that they are going to be very, very difficult 
to overcome. 

Mr. Chairman, that concludes my statement and at the appro- 
priate time I will be happy to ainswer questions. 

Mr. Horn. That is very helpful, we appreciate it. 

Mr. Meissner, would you like to add to that? 

[The prepared statement of Ms. Calbom follows;] 
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Mr. Chairman and Members of the Subcommittee: 

I am pleased to be here today to discuss the results of our work examining weaknesses in 
the Forest Service's financial accounting and reporting systems reported by the United 
States Department of Agriculture's (USDA) Office of Inspector General (IG). The Forest 
Service has been plagued by continuing financial management problems as evidenced by 
the IG's adverse opinion on the Forest Service's fiscal year 1995 financial statements. 

Due to the severity of these problems, the Forest Service did not prepare financial 
statements for fiscal year 1996, but chose instead to focus its efforts on problem 
resolution. Financial statements were prepared for fiscal year 1997, and the audit of 
those statements is near completion; as of July 1, 1998, the USDA IG was finalizing its 
report. Today, I will focus primarily on the fiscal year 1995 audit results which disclosed 
a number of serious weaknesses, most of which still exist today. I will also briefly 
discuss the Forest Service's plans to address these weaknesses. While some progress has 
been made, many hurdles stUl exist before the Forest Service will be able to achieve 
financial accountability, 

HISTORY OF FINANCIAL SHORTCOMINGS 

In July 1996, the USDA IG issued an adverse audit opinion, thereby concluding that the 
Forest Service's financial statements for fisctd year 1995 were unreliable overall. The IG's 
findings represented a continuing pattern of unfavorable conclusions about the Forest 
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Service's financial statements. For fiscal year 1992 the IG also issued an adverse opinion 
due to the overall unreliability of the statements. For fiscal years 1993 and 1994, the IG 
issued qualified audit opiiuoits and reported that the Forest Service's financial statements 
were unreliable due to pervasive errors in the field level data supporting the land, 
buildings, equipment, accounts receivable, and accounts payable accounts. Thus, many of 
the shortcomings in the Forest Service's accounting and financial data and information 
systems that continue to plague the agency today are largely attributable to long-standing 
problems. 

Among the more serious shortcomings cited by the IG in its report on the fiscal year 1995 
financial statements were that the Forest Service 

had significant reporting errors in its financial statements and the records that 
support those statements; 

could not demonstrate that its policies and procedures adequately safeguarded 
assets against unauthorized acquisition, use, or disposition; and 

lacked financial systems that could accurately track revenues and costs. 

These shortcomings are discussed in greater detail below. 
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Krrors in Financial Statement.s 

The IG's report on the fiscal year 1995 financial statements and the notes to the financial 

statements identified numerous financial reporting errors. For example: 

Estimated amounts of $45 million due to the Forest Service from other federal 
agencies (accounts receivable) for reimbursable services provided were double 
counted on the Forest Service's financial records. This type of error called into 
question the validity of receivables and reimbursement activity reported by the 
Forest Service and potentially impaired meaningful analysis of such activity. 
Additionally, since these data were drawn from the same database used to produce 
budgetary information, misstatement of reimbursable services could have resulted 
in misstatement of budgetary resources available to carry out program activities. 

The Forest Service did not have a system that allowed it to accurately track 
amounts it owed to others (accounts payable) for contracted services. While the 
system could determine the amount the Forest Service obligated, it could not 
readily determine the percentage of work completed or the amount owed to the 
contractor. As a result, Forest Service managers had to resort to estimation of 
these amounts based on statistical sampling and testing of year-end obligations 
incurred. Based on this testing, the Forest Service concluded that accounts 
payable were understated by approximately $38 million, and it acUusted its records 
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accordingly. While the Forest Service's weaknesses in accounting for payables 
were not indicative of whether or not the Forest Service overobligated funds, they 
precluded the Forest Service from readily knowing costs it had incurred and 
amounts it owed on projects at any given point 

These errors in basic financial records demonstrated that the Forest Service was not 
always able to determine the amount of funds spent, reimbursements it should have 
received, or the validity of recorded assets and liabilities. Certain of these financial 
reporting errors also indicated potential errors in budgetary data, particularly with regard 
to improperly reported reimbursements, which directly impact the amount of budgetary 
resources available. These errors also hampered Forest Service managers' ability to 
accurately report program performance measures as well as monitor income and spending 
levels for various programs and activities. 

Lack of Policies and Procedures to Safeguard Assets 

The IG report disclosed that the $7.8 billion in property, plant, and equipment reported by 
the Forest Service was erroneous because records for these assets were not consistently 
prepared, regularly updated, or supported by adequate documentation. Therefore, the 
correct quantities and costs of these assets were not determinable. Without systems in 
place to accurately track these assets, the Congress had no assurance that Forest Service 
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requests for additional funds to construct new roads and buildings and acquire new 
equipment were warranted. 

For example, the Forest Service lacked a reliable system for tracking its reported 378,000 
miles of roads,' which we determined exceeds the mileage of the national highway 
system. The Forest Service started performing inventory counts in fiscal year 1995 in an 
effort to capture the amount invested in roads it owns. These initial counts identified 
$1.3 billion of roads in one region alone that had not been previously recorded. At that 
time. Forest Service officials estimated that this process would take several years to 
complete nationwide. 

The IG also reported inadequate safeguarding policies and procedures for equipment. 
Equipment is susceptible to theft or misplacement because generally it can readily be 
moved from one location to another. The lack of adequate procedures to account for 
equipment substantially Increased the risk that items could be stolen without detection or 
be misplaced and consequently not available when needed. Also, the Forest Service's 
inability to identify certain equipment it owned and its location could have hampered 
activities of the Forest Service that utilized that equipment. This situation could also have 
resulted in the Forest Service requesting additional appropriations to replace stolen or 
misplaced equipment. 


‘The miles of roads are reported in the Forest Service's 1995 Report of the Forest Service . 
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Lack of Systems to Track Revenues and CosLs 

The IG also concluded that the Forest Service did not have adequate systems to track 
revenues and total program and operating costs agencywide. For example, the IG 
reported that the Forest Service could not calculate the costs of large fires without 
manually ac^usting the accounting systems. Additionally, our prior work disclosed the 
Forest Service's inability to capture the revenues and related costs of various programs 
and activities." This capability is especially important because the Forest Service should 
have accurate historical revenue and cost data that can be used as the basis for 
determirung the amount of money to request from the Congress to fund future projects 
and operations. The ability to track costs and revenue is also important for the Forest 
Service given its (1) relatively unique role in collecting revenues from timber sales and 
fees from activities, such as grazing and national forest use, and (2) authority and 
flexibility in using a portion of those revenues to carry out certain missions. 

CORRECTIVE ACTIONS 

Forest Service officials determined that planned corrective actions could not be 
completed in time to improve the Forest Service's fiscal year 1996 financial data. As a 
result, the agency did not prepare financial statements for fiscal year 1996. Instead, the 


‘Letter dated Jime 19, 1996, from GAO to the Chairmen of the House Committee on the 
Budget and the House Committee on Resources. 
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Forest Service, USDA s Office of the Chief Financial Officer (OCFO), and the IG agreed to 
work together to address the problems identified in the fiscal year 1995 IG audit report 

The Forest Service's goal was to correct some of the deficiencies during fiscal year 1997 
and to achieve financial accountability by the end of fiscal year 1999. In August 1997, we 
reported^ that it was doubtful that the Forest Service could achieve financial 
accountability by the end of fiscal year 1999 if management and staff commitment 
wavered, planned tasks were not accomplished, and sufficient resources were not 
provided. Our most recent report in February 1998'* concluded that while corrective 
measures were under way, few of the problems reported by the IG in the fiscal year 1995 
audit report had been fully resolved. Thus, we reported, it was not yet clear whether the 
Forest Service would be successful in its efforts to resolve these problems by the end of 
fiscal year 1999. 

The IG recently concluded its audit of the Forest Service’s fiscal year 1997 financial 
statements and was preparing its report as of July 1, 1998. However, we understand that 
because of the continuing financial accounting and reporting shortcomings, the IG will 
issue an unfavorable report on the fiscal year 1997 statements. 


^ Financial Management: Forest Service's Progress Toward Ifinancial AccountabUitv 
(GAO/AIMD-97-151R, August 29, 1997). 


Vorest Service: Status of Progress Toward Financial Accountability (GAO/AIMD-98-84, 
February 27, 1998). 
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Mr. Chairman, this concludes my statement. I would be glad to answer any questions that 
you or the Members of the Subcommittee may have. 
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Mr. Meissner. Yes, Mr. Chairman and Mr. Hastings, we too are 
glad to be here as representatives of GAO. You are now in my re- 
gion, so this is a little bit different than being in southern Cali- 
fornia, this is a part of my region which is the Pacific Northwest. 

Mr. Horn. We should not pay you all we do since you have this 
beautiful surroundings. 

Mr. Meissner. Absolutely. I cannot disagree with that. 

Mr. Horn. You deserve hazard pay when you cross the 
Tehachapis. 

Mr. Meissner. It is a wonderful place and I am happy to be here. 
Even though I spend a lot of time in Washington, DC, I am glad 
when I get to return home and be here. 

We did not prepare a formal statement because we have a fee 
demonstration audit that is currently ongoing that is due out this 
fall, and we do not like to divulge information on ongoing work 
until the job is completed. Second, the other subject matter dis- 
cussed here, below-cost timber sales, the information that we have 
on that is old and dated and I do not think it would contribute to 
this discussion. 

Mr. Horn. How old, when was the last report of GAO? 

Mr. Meissner. Early 1990’s. 

Mr. Horn. Early 1990’s. 

Mr. Meissner. The world has changed since then. And with the 
two reports I do want to put into the record, you will see that the 
world has changed in a few ways. 

One of the reports, which is on the unauthorized use of the Na- 
tional Forest Fund, I want to present for the record because it dem- 
onstrates what can happen when accounting principles are not ex- 
ercised. It kind of demonstrates what the IG and Linda said, but 
in a programmatic sense. And I want to present this report because 
it is really current, it is not even a year old. And to tell you a little 
bit about what the National Forest Fund is. The National Forest 
Fund is kind of a holding account for Forest Service receipts, and 
timber receipts go into that National Forest Fund. 

What you have been told earlier today is that timber sales went 
way down, and timber receipts went way down also, but the piece 
that is kind of missing is that in addition to that, receipts to the 
U.S. Treasury as a result, coming out of the NFF, National Forest 
Fund, also went way down. In 1990, there was about $400 million 
at the end of the year that went back into the U.S. Treasury. That 
amount fell precipitously until 1995, until only SlVij million was re- 
turned at the end of the year. Now in a very short period of time, 
we went from $400 million to $1^2 million, and it went down every 
single year in between. That is — in any business sense, you would 
say wow, we have got a problem. 

In the case of the Forest Service, the problem was not recognized 
and they went into the year knowing full well that the last year 
they only had a surplus of a million and a half. The line was going 
down significantly. Yet, they did not do anything to react to that 
situation during the year. Later in the year, in April, May, and 
June, people in the field organizations within the Forest Service 
were sa 3 dng “hey we have got a problem. Things do not look good, 
we have got a problem.” Still no action was taken until, if I remem- 
ber the date correctly, August 27, which as you know is getting 
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close to the end of the fiscal year. The decision of the Forest Serv- 
ice on to solve their money problems in NFF — and the reason you 
have got to solve the problem is that is where the payments to 
States come out of, so if you do not have enough money in there, 
you do not have enough money to pay the States their rightful 25- 
percent share. 

On that date, they began diverting all of the money out of the 
salvage sale receipts and all the money out of the K-V receipts, di- 
rectly into NFF so they would have enough money for the 25 per- 
cent payment. Still, at the end of the fisc^ year, at the end of Sep- 
tember, they were still $17.8 million short on having enough money 
to fulfill those needs. 

Now what is interesting about what happened then is that 
thanks to the U.S. Congress, they had been b^ed out, but appar- 
ently did not know it up until the end of the year. The Congress 
had passed legislation a couple of years earlier that said a part of 
these expenditures were going back to the States as the spotted owl 
offset and were not supposed to come out of this fund, they were 
required to come out of miscellaneous Federal receipts, so you have 
an alternative to NFF that the Forest Service should have evoked. 
However, it was just allowed by the Congress, but was required by 
the U.S. Congress. 

As it turns out, thanks to the U.S. Congress, that part of the 
money was then reimbursed to the fund and that then became the 
source to reimburse the salvage sale fund, to reimburse the K-V 
Fund for money that had been extracted at the end of the year. 

My point with regard to that, and I will quit there because it is 
all laid out in this particular report, is that the problem, the finan- 
cial problem, the financial catastrophic problem, that was about to 
happen was obvious. It was not a matter that it just hit them in 
the face at the last minute, it was going to happen. Second, they 
did not react soon enough to this financi^ problem during the year. 
When they did react, they reacted in a crisis situation by divert- 
ing — and I am choosing my words carefully here, diverted being a 
less obtrusive word than some other words that I might be able to 
use here in this case. 

Mr. Horn. With malice aforethought. 

Mr. Meissner. By putting all the money over there, when it 
turned out in the end they did not need to do any of that stuff be- 
cause Congress had given them an alternative that had they exer- 
cised it that year and as it turns out the year before — we have had 
to make them go back and adjust all of their accounts from the 
year before too. 

Mr. Horn. Was it the Appropriations Subcommittee that gave 
them that or the authorization committee that gave them flexi- 
bility? 

Mr. Meissner. It was the Appropriations Committee that over a 
series of years had given them an option, it became finalized in 
1994. However, we are talking about 1996 when the crisis occurred. 

The second one that I would like to enter for the record is 
called 

Mr. Horn. Without objection, both will be entered in the record 
at the appropriate point of your commentary. 
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[Note. — ^The information referred to may be found in sub- 
committee files.] 

Mr. Meissner. This is innocuously titled, “Distribution of Timber 
Sales Receipts, Fiscal Years 1992 to 1994.” And the reason that I 
put this one into the record is that it docs answer some of the ques- 
tions that were raised earlier with regard to what happens to all 
the timber sales money. 

What we tried to do in 1995 was to take 3 years of timber re- 
ceipts fiom the Forest Service, all of them, and it turns out to be 
$3 billion, and demonstrate where that money went. It was the 
first time that we had done that particular job, to try and deter- 
mine where all of the money went. This particular report has been 
reissued four times in our office because it has been used or mis- 
used by a lot of people to demonstrate that the Forest Service loses 
a lot of money on its timber program. So we have seen periodically 
a lot of newspaper articles. But I can guarantee you, Mr. Chair- 
man, that you will not find profit or loss anywhere in this report, 
those words do not exist, because what we were trying to point out 
was Congress, over a period of time, has made a large number of 
decisions to allocate timber receipts. The payment to the State is 
one you have been told about earlier today. 

In addition, the K-V Fund, which, Mr. Chairman, you are well 
acquainted with, takes 25 percent of all the money. So during this 
time period we are talking about well over $700 million that went 
back into the K-V Fund. As you also know, some of that money is 
for wildlife habitat, it also can be used for recreational facilities in 
the area of timber sales, not exactly what you would normally asso- 
ciate with a cost of doing business for a timber company. In addi- 
tion, there is a piece of that money that is not a cost at all, it goes 
back into a pool of money called the salvage sale fund and that 
money sits there, not expended, for future use of additional salvage 
sales. 

In addition, there is a roads and trails piece of this that is taken 
off for future roads and trails, and it amounted to, if I remember 
the numbers correctly, $134 million. Not a minor sum of money 
that has been put over here on the side, that came out of the tim- 
ber program. 

My only point with adl of this 

Mr. Horn. Out of the timber program? 

Mr. Meissner. Out of the timber receipts. 

These various things that have come out of the timber receipts, 
normally a private business nor a government entity like the State 
of Washington who sells a lot of trees, would have to incur those 
same kinds of costs. So it is kind of unfair to the timber program 
to say all of these are costs of doing business, because a private 
sector firm or another government unit would not have to incur 
those same kinds of costs. 

So my only point for doing that is to put it in the record because 
that report has been used to demonstrate huge losses to the Forest 
Service. To be blunt, that is not a statement of what it says, but 
it does show what happens to all the money. 

Mr. Horn. And unfortunately their financial accounting system 
does not help us in any direction until they get order out of chaos. 
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Now as I understand it, what you said, which is very significant 
and the most steirtling thing today in this hearing, as far as I am 
concerned, because I have had hundreds of people tell me, just as 
you have, both sides of it — ^that it is a profit, it is a loss. And it 
seems to me — would like it succinctly said at this point in the 
record by you as to the degree to which the timber sales program 
does make a profit or does make a loss, if you exclusively deal with 
the timber sme itself and all of the things that go to preparation 
for a timber sale. When you talk in those terms, you are saying 
there is a profit there. 

Mr. Meissner. Linda and I will join together in answering this 
question. I happen to have the mic, so I am going to answer that 
question. 

Mr. Horn. But the reason the loss comes up is money from the 
timber sales is diverted to all these other accounts. 

Mr. Meissner. Money through congressional direction goes to 
lai^e numbers of accounts. I cannot say we can join together to say 
whether it makes money or loses money because that requires a lot 
of definitional agreement and a lot of faith in a system that you 
were told earlier today somebody who has seen that system has ab- 
solutely no faith in it. So I wish I could answer that question. I 
wish we could answer that question, but we cannot because the 
system itself is exceptionally weak and there are a lot of defini- 
tional changes with regard to the distribution of this money, which 
has been callously us^ or misused over a period of time, which 
probably ought to be corrected. 

If Linda has anything 

Ms. Calbom. Yes, let me just comment a little bit. We have not 
looked at the TSPIRS system as far as whether the information 
that is being fed in there is being properly allocated and whether 
even the ri^t information is being fed into there. But I guess the 
bottom line is when you look at the problems in the financial re- 
porting that I have mentioned and the IG talked about today, it 
calls into question whether or not the information that is going into 
the TSPIRS report is good information. So I think our bottom line 
answer is we just do not know. 

Mr. Horn. Well, now we wonder if they will ever have an inter- 
est in getting a sound financial system, since maybe confusion is 
what is wanted here. But then strange things happen in this world. 
But it seems to me if it is, you have got a subcommittee or so of 
Congress that is in collusion on not straightening out how they can 
figure what goes where, when, and how. So thank you for that in- 
sight, I must say I learned something. 

Mr. Stewart, welcome. 

[The prepared statement of Mr. Meissner follows:] 
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Mr. Chairman and Members of the Subcommittee: 

We appreciate the opportunity to be here today to provide i; formation on some 
of our work on the Forest Service's Knutson-Vandenberg Trust Fund, commonly 
referred to as the K-V Fund. Essentially, this fund is the primary source of Forest 
Service moneys used for the reforestation of timber harvest areas. The fund is also 
used to improve timber stands and other renewable resources within the harvested 
areas. Although the amount of expenditures from the K-V Fund may vary from year to 
year, expenditures for fiscal year 1997 were a little more than $166 million. 

As requested, our statement today is drawn primarily from our June 1996 report* 
on shortcomings in the administration of the K-V Fund. The report addressed the 
following issues: (1) the transfers from the K-V Fund that have not been fully restored, 
(2) the effect of unrestored transfers on planned projects, (3) the lack of financial 
information to ensure compliance with the K-V Act requirements, and (4) the lack of a 
standardized methodology for calculating and limiting program support costs. We will 
also discuss the Department of Agriculture's subsequent actions on our 
recommendations to improve the management of the K-V program. In summary: 

- Between 1990 and 1996, $645 million was transferred from the K-V Fund to 
support emergency firefighting activities that was not reimbursed. To assist 
the Congress in its consideration of any future requests for appropriations to 
restore previously transferred fimds, we recommended that the Secretary of 
Agriculture report to the Congress on the financial status of the K-V Fund. TTie 
Department has begun providing the Congress with additional information on 
the financial status of the K-V Fund. In fiscal year 1997, the Congress acted 
upon that information by providing $202 million to partially repay moneys 


‘Forest Service's Reforestation Funding: Financial Sources. U ses, and Cond ition of the 
Knutson-Vandenberg Fund (GAO/RCED-96-i6, June 21, 1996). 
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transferred from the K-V Fund. At the beginning of fiscal year 1998, the K-V 
Fund had an uiu-estored balance of about $493 million. 

The Secretary of Agriculture has not directed the Forest Service to revise the 
list of plarmed K-V projects to take into account the actual balance in the K-V 
Fund, as we recommended. The Department stated that it would not require 
such a list until it was certain that K-V funding for the year was inadequate. 

Although the K-V Act requires that K-V Fund expenditures in one sale area be 
limited to amounts collected in the same area, the Forest Service does not 
collect expenditure data on a sale-by-sale basis. We recommended that the 
Secretary of Agriculture direct the Forest Service to perform an analysis of 
alternatives (including the costs and benefits of each alternative) to obtain the 
financial data necessary to ettsure that the K-V Fund's expenditures in one sale 
area are limited to the amounts collected firom that area, as required by the K- 
V Act The Department of Agriculture has not implemented our 
recorrunendation. The Secretary of Agriculture indicated that he did not 
believe such an analysis was necessary and that the current Forest Service 
methods fulfilled the requirements of the K-V Act 

At the time of our 1996 report the Forest Service did not have a system in 
place to ensure the consistent handling of program support charges for the K-V 
program agencywide. We reconunended that the Secretaiy of Agriculture 
requite all organizational levels to use a standardized methodology for 
assessing and withholding the support costs for the K-V program that would 
limit expenditures for program support to the amounts collected for such 
purposes. Since that time, the Forest Service has completed an analysis of the 
methodological changes that are needed to standardize the Forest Service's 
practices for assessing and withholding program support costs for the K-V 
program and the results of the agency's work should be implemented when the 
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practices become part of the Forest Service's directives in September 1998. 

BACKGROUND 

The Knutson-Vandenberg Trust Fund, as authorized by the Act of June 9, 1930, as 
amended (16 U.S.C. 576-676b), allows portions of the receipts from timber sales to be 
deposited into the K-V Fund to be used to reforest timber sale areas. In addition to 
being used for planting trees, these deposits may also be used for eliminating 
unwanted vegetation and for protecting and improving the future productivity of the 
renewable resources on forest land in sale areas, including sale area improvement 
operations, maintenance, construction, and wildlife habitat management 

Reforestation is needed where timber harvests or natural disasters have depleted 
the existing timber stands. In fiscal year 1997, about $166 million was expended from 
the K-V Fund for reforestation and related projects. The mtuority of the K-V moneys- 
about $115 million in fiscal year 1997-was used to fund direct reforestation activities. 
In addition to the direct reforestation expenditures, about $61 million was used for 
costs incurred to support and manage the reforestation program, such as rents, 
utilities, computer equipment, or the saiaries of program support staff. 

Federal law permits the Forest Service to transfer amounts from the K-V Fund, as 
well as other Forest Service appropriations, to supplement the Forest Service's 
firefighting fimds when emergencies arise. The Forest Service is authorized to 
advance money from any of its tqrpropriations and trust funds to pay for fighting 
forest fires. The Forest Service is not authorized to restore amounts so transferred. 
Congressional action is required to restore such funds. 

The Forest Service's oversight and management of the K-V Fund and the 
reforestation program are decentralized. Forest Service headquarters and the nine 
regioiral offices establish policy and provide technical direction to forest offices. The 
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forest offices, in turn, provide general oversight to district offices and help the 
districts plan K-V projects. The district ranger is responsible for overseeing the 
plaiuting and implementation of K-V projects. 

K-V FUND HAS NOT BEEN FULLY REIMBURSED 

Between 1990 and 1996, the Forest Service transferred about $645 million from 
the K-V Fund for emergency firefighting activities that had not been fully reimbursed. 
Since these transfers had not been reimbursed, these funds were unavailable for K-V 
projects. In the past, when such transfers were made, the Department of Agriculture 
requested and received supplemental appropriations to restore the transferred moneys, 
generally within 2 years of the original transfer. However, in more recent time, the 
Department of Agriculture had not submitted a request for a supplemental 
appropriation to the Congress. It was not until March 15, 1996, that the Department of 
Agriculture submitted a request for supplemental £q>propriations to the Office of 
Management and Budget for the $420 million transferred during fiscal years 1990, 1992, 
and 1996. Alter an additional $225 million was transferred from the K-V Fund in 1996, 
the Congress, in 1997, provided $202 million firom the emergency firefighting 
appropriation as a partial reimbursement of the K-V Fund. At the begiiming of fiscal 
year 1998, the K-V Fund had an uiuestored balance of about $493 million. 

To provide the Congress with the information it needs to consider any future 
requests for appropriations to restore previously transferred funds, we recommended 
that the Secretary of Agriculture report to the Congress on the financial status of the 
K-V Fund. The Department of Agriculture has informed the Congress about the 
general dimensionB of the K-V fiinding issue on several occasions, and that irdbrmation 
has resulted in some replenishment of the K-V fund. For example, the Fiscal Year 
1997 Omtubus Appropriation Bill provided additional appropriations for emergency 
firefighting, and $202 million was apportioned to the K-V Fund in January 1997. In 
addition, the Department has begun providing the Congress with information on the K- 
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V Fund balance at the beginning of each fiscal year, expected K-V collections during 
the year, and expected K-V expenditures so that the impact of future firefighting 
transfers can be assessed. 

UNRESTORED FIREnGHTING TRANSFERS 
JEOPARDIZE SOME PLANNED PROJECTS 

Although the Forest Service acknowledged that failure to restore the amounts 
transferred from the K-V Fund would potentially disrupt the K-V program, forest and 
district offices continued to operate and plan for future reforestation projects as if the 
transfers had not occurred. Furthermore, the Forest Service had not informed the 
Congress of the impact that the funding shortfall would have on the agency's 
reforestation activities or developed a plan or strategy for reallocating the remaining 
funds to the highest-priority projects. 

Although timber receipts of as much as $200 million had been added to the fund 
annually, the Forest Service will not be able to pay for all of its planned projects, 
estimated in fiscal year 1996 at about $942 million, unless the moneys transferred from 
the K-V Fund for firefighting purposes are restored. 

We recommended that if the administration decides not to forward to the 
Congress the Department's request for restoration of the funds transferred for 
firefighting purposes, or the Congress decides not to restore these funds during the 
fiscal year 1997 budget considerations, the Secretary of Agriculture should direct the 
Chief of the Forest Service, by the end of fiscal year 1997, to revise the list of planned 
K-V projects to take into account the actual balance in the K-V Fund. 

The Department has not implemented this recommendation and believes that the 
Forest Service had sufficient funding to meet all K-V requirements for 1998 and that 
revising the list of K-V projects downward to match the reduced K-V funding would be 
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both speculative and not creditable. The Department added that it would not require 
such a list until it was certain that K-V funding for the year was inadequate. In that 
■ event, it would provide the Congress with a generic description of the types of K-V 
activities that would be dropped. 

FOREST SERVICE CANNOT ENSURE COMPLIANCE 
WITH THE K-V ACTS REQUIREMENT 

The K-V Act requires that the K-V Fund expenditures in any one sale area not 
exceed the amount collected in that sale area. To facilitate the management of K-V 
projects and the accounting for K-V funds, however, the Forest Service allows each 
forest to pool its K-V collections for each timber sale into a forest-level fund, 
commonly called a K-V pool. At the end of each fiscal year, each forest is required to 
create a balance sheet showing the cash available for its K-V projects, the projected 
collections from ongoing sales, and the estimated costs for planned projects. 

Ihe Forest Service does not have the financial management information and 
controls needed to ensure compliance with the K-V Act prohibition limiting K-V Fund 
expenditures on individual sale areas to the collections from those same sale areas. 
Collections are recorded for individual sales, whereas expenditures are managed and 
recorded in total at the district level rather Utan by individual sales. By allowing each 
forest to pool K-V collections without adequate financial controls and information, the 
Forest Service cannot ensure that trust fund expenditures do not exceed collections 
for a given sale area. 

We recommended that the Secretaiy of Agriculture direct the Chief of the Forest 
Service to perform, in consultation with the Chief Financial Officer, an analysis of 
alternatives (including the costs and benefits of each alternative) to obtain the 
financial data necessary to ettsure that the K-V F\md's expenditures in one sale area 
are limited to the amounts collected firom that area, as required by the K-V Act 
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The Secretary of Agriculture did not request that the Forest Service analyze 
alternatives to the sale-by-sale accounting system that would ensuit compliance with 
the K-V Act. The Secretary indicated that he did not believe such analysis was 
necessary and that the current Forest Service methods fulfilled requirements of the K- 
V Act. We continue to beUeve that the Forest Service's current information systems 
and controls do not provide assurance that the expenditures in one sale area do not 
exceed the coUections from that sale area as required by law. 

FOREST SERVICE LACKS AN EFFECTIVE METHOD 

FOR CALCULATING AND LIMITING PROGRAM SUPPORT COSTS 

The Forest Service collects a certain amount of K-V funds on each timber sale to 
pay for the costs of supporting the program at all organizational levels. The regions 
and forests issue guidance that specifies the percentage of K-V funds that should be 
collected from individual sale areas to support the program at the forest, regional, and 
Washington offices. The agency's overall guidance, however, does not explain how 
individual regions or forests should calculate and limit amounts for program support 
If the allocations for support costs are not limited to the amount collected, ^owever, 
funds available for project expenditures in sales areas could be insufficient 

Only one forest we visited during our 1996 review limited its use of K-V funds for 
program support to the amounts collected for that purpose. For three of the forests, 
the regions did not restrict their expenditures for program support to the amounts that 
had been collected, nor did the forests limit the amount spent for program support at 
the forest level. For example, if a project costs $100, the forest might instruct the 
district to collect an additional 20 percent of the project's cost, or $20, to cover the 
cost of supporting the program. When the forest allocated funds for a project to the 
district, it withheld funds to cover the forest's support costs. However, rather than 
limiting these withholdings-to continue our example-to 20 percent of the project's 
cost, or $20, the forest would withhold 20 percent of the total cost ($120) or $24. Hus 
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method of determining support costs would reduce the amount available for project 
work to $96, $4 less than the projected need. 

We recommended that the Secretary of Agriculture direct the Chief of the Forest 
Service to require all organizational levels to use a standardized methodology for 
assessing and withholding the support costs for the K-V program that would limit 
expenditures for program support to the amounts collected for such purposes. 

The Secretary of Agriculture directed the Chief of the Forest Service to establish 
a standardized methodology for assessing and withholding program support costs for 
the K-V program, and the Forest Service formed a task force to recommend what that 
standardized methodology would be. The task force completed its work in November 
1997, and the Forest Service estimates that the corrective action will be fully 
implemented when the recommended changes become part of the agency's directives 
in September 1998. 


Mr. Chairman, on the basis of the Department of Agriculture's response to our 
recommendations, it appears that it has taken positive actions on our 
recommendations to better inform the Congress about the magnitude of transfers from 
the K-V Fund for firefighting purposes and the need to establish a standardized 
methodology for assessing and withholding program support costs for the K-V 
program. The Department of Agriculture has not implemented our recommendations 
concerning revising the list of K-V projects downward because of inadequate funding 
or performing an analysis of alternatives to a sale-by-sale accounting of K-V Fund 
expenditures. We continue to believe that action is needed in these areas. We will be 
pleased to respond to any questions that you or the Members of the Subcommittee 
may have. 

(141233) 
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Mr. Stewart. Good afternoon, Mr. Chairman. 

Mr. Horn. It is good to see you again. 

Mr. Stewart. Good to see you again also. Mr. Hastings, I am 
pleased to be here. I am especially pleased that you are holding the 
hearing in Wenatchee. As someone who started a career as a pro- 
fessional forester with the State of Washington Department of Nat- 
ural Resources 34 years ago and somewhat familiar with this area, 
it is good to be here and much better to be here holding hearings 
than inside the beltway, I assure you. I suppose you are going to 
expect me to answer all of those questions, and I wish I could. 

I was going to make a few comments from a national perspective 
about the Forest Service in general, but I think you both are very 
well aware of some of the complexities, the many laws that govern 
our activities. You certainly heard some of the best and some of the 
worst in some of the testimony from others this morning. So I will 
not bore you by going through that. However, I would hope that 
when Mr. Gehr and Mr. O’Neal testify on local situations, that they 
would provide, for your benefit, Mr. Chairman, some of the back- 
ground on their own forests. I think you would find that useful. 

Mr. Horn. Yes. 

Mr. Stewart. I would like to spend a few minutes summarizing 
some general comments again from a national perspective on the 
Recreation Fee Demonstration Program, on our financial manage- 
ment situation from my viewpoint and the viewpoint of the agency, 
and on the K-V Fund, the trust fund issue and overhead that has 
been a matter of discussion, and finally on the below-cost timber 
sales issue. 

On the Recreation Fee Demonstration ProCTam, just as a way of 
putting it in perspective, almost 95 percent of all Americans engage 
in some sort of outdoor recreation every year. The national forests 
are the single largest supplier of public outdoor recreation, hosting 
850 milhon visits in 1997 and that number continues to grow. It 
is expected to be close to a billion by the year 2000. 

Congress authorized the Recreation Fee Demonstration Program 
in fiscal year 1996 and it has annually undergone some changes 
that were designed to broaden it and to improve it, based on initial 
results. The current version of it authorizes the Forest Service and 
the land management agencies of the Department of Interior, to 
test the collection, retention, and reinvestment of new recreation 
admission and user fees on up to 100 projects within each agency. 

The Forest Service aggressively began implementing the program 
in June 1996 and at the end of fiscal year 1997 receipts grossed 
over $8 million from the 40 projects that had been implemented 
during the initial stages. We expect an additional 52 projects will 
begin collections in fiscal year 1998 and in 1999 in 28 States and 
in all of the Forest Service regions, representing a very broad-based 
test. 

The Forest Service in general strongly supports the Recreation 
Fee Demonstration Program as an essential part of meeting the in- 
creased demand for quality recreational facilities and services to 
the public. Some discussion went on earlier about the changing na- 
ture of our timber program. I would suggest to you that that recre- 
ation proOTam has undergone as much or maybe even more change 
over the last decade or so. The numbers of people are increasing 
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but the diversity of use, uses that we never would have heard of, 
anything from mountain bikes and hang gliders to rock climbing 
that were not very common a number of years ago seem to be much 
more common now. The needs of an expanding and diverse popu- 
lation — ^new cultures Eire now using the forests for very different 
things. If you look at our facilities, they were largely designed by 
the CCC’s in the 1930’s for the population at that time surd the 
needs of the population at that time. Those needs have changed 
dramatically. 

Based on survey results, the public generally accepts the fees as 
long as most of the money goes back to improve the area that they 
Eire paying for, they WEint to see results on the ground. However, 
some very much dislike paying fees, especially since historically 
they have enjoyed many of these things for free. It is true that ac- 
ceptEince has increased for mEiny people as they become aware of 
the program and what its purpose is and when they see positive 
results from the investments. 

The other thing that the public tells us is that they do not want 
to see increases in fees offset reductions in appropriations for those 
same programs. They expect to see this as a v^ue added, if you 
will, Eind not as a tEike away. 

I strongly believe that long-term implementation of the Recre- 
ation Fee Demonstration Program is necessary to keep up with the 
rapidly increasing demands placed on Federal recreational facili- 
ties. We Eire going to continue to evaluate the program through this 
testing period and share with you and the American public what 
we have learned. 

From flnancisil management, I do not think I need to say much 
more about the nature of the problem. I think that both the inspec- 
tor general and GAO have adequately summarized the nature of 
the problems. As a long-term Forest Service employee, I share in 
responsibility for having gotten us there. As a forester, I believe 
the statement made by the inspector generEd that we focused on 
naturEil resource msuiagement and less on finEinciEd msuiagement is 
probably a true one. I would say that is not true today of the agen- 
cy, and I do believe that both GAO and IG have said there have 
been some significant changes over the last year and a hsdf. We are 
serious. We recognize the problem, we are understanding how 
deeply set it is, it goes in some cases back into the culture of the 
orgEinization, smd we are bringing back very significant and fairly 
rapid, for a Government agency, chEinge in the culture and in the 
way we do business. 

We have tEiken a number of significEint steps that ultimately will 
lead to us being financially accountable to you and to the American 
public. They include a major restructuring of the entire business 
operations of the Forest Service, including bringing in a chief oper- 
ating officer, a man who has experience as the CEO of two major 
corporations, and brings a business knowledge that we have never 
had. He is bringing in with him people with business backgrounds 
and they are helping us design Emd implement our business proc- 
esses. 

We are giving equal weight to the business side Eind the natural 
resource side, even to the point of structuring our national organi- 
zation that way. There will be an associate chief for natur^ re- 
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sources and an associate chief or chief operating officer for the 
business side of things. 

We have reduced our work force by 15 percent, almost 30 percent 
in the National headquarters. We have consolidated administrative 
and business offices, we have developed public and private partner- 
ships to deliver our services for less money, and we have estab- 
lished customer service standards as a way to try to improve our 
delivery of services at lower costs. 

Mr. Horn. Excuse me, just while it comes to me, the 30 percent 
that you got rid of at the National headquarters, did that simply 
mean that they were reassigned to the field? 

Mr. Stewart. No, most of them were — some were, some were re- 
assigned to vacancies in the field, others we used the buy out and 
attrition to replace. We went from 1,000 down to about 700 in a 
fairly short period of time, again by using buyouts and by some 
outplacements and then when people retired, just not replacing the 
positions. 

Mr. Horn. Are there any plans for further decentralization or 
elimination of positions at headquarters? 

Mr. Stewart. That is an ongoing debate, about how much — I 
mentioned to you in an earlier hearing that the philosophy of the 
agency at this point is decentralized natural resource decision- 
making and centrahzed business operations and corporate informa- 
tion. We have basically developed individual databases on every 
unit and we are not going to do that any more, we are not going 
to allow people to spend money to do that. So I suspect you are 
going to see more, at least on the business side of things, central- 
izing the processes and centralizing the oversight, which could re- 
sult in some increase in numbers of people associated with those, 
particularly as I mentioned in the financial and business arena. 

We are working with Congress to implement the Government 
Performance and ^sults Act of 1993. The first year the entire Gov- 
ernment ever submitted a strategic plan and annual performance 
plan to Congress was this past year. This was the first year where 
there has been full implementation of that act. We t^e the act 
very seriously, that is a very, very good management tool, very 
similar to what industry uses. It does have accountability teeth in 
it. 

We worked very closely with GAO and with others in trying to 
develop that and in gener 2 d, while the overall strategic plan has re- 
ceived sort of mediocre marks as most of them did from Congress 
through Government, in general, I think the GAO would give us 
reasonably good marks for the progress that we have made. The 
main thing about that is there was an issue raised earlier about 
accountability. The one thing that Government Performance and 
Results Act does is it builds in accountability. 

We have taken the performance measures that sire in our per- 
formance plan submitted to Congress, and allocated those out to 
the line officers in the field. So every line officer in the organiza- 
tion, down to the forest supervisor level and perhaps even down to 
the district ranger has in their performance, individual annual per- 
formance standards, some of the goals and objectives and perform- 
ance measures that are in that national plan. 
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We are implementing em integrated accounting system, as was 
mentioned, the Foundation Financial Information System. You also 
heard there are significant problems that we have encountered in 
doing that. However, we have made some recent decisions which I 
think will increase the probability of success, including the so- 
called retroactive redistribution issue and these feeder systems, re- 
designing those to fit the needs of FFIS and not the other way 
around. 

We have also issued the desk guide for financial management. I 
mentioned the fact that we were looking to bring in some highly 
qualified management personnel to complement our natural re- 
source skills and we have also put together a business manage- 
ment team internally to review our budget and accounting activi- 
ties and to try to simplify our structure. It might be interesting for 
you to know that one of the reasons we have so much difficulty 
tracking our information is we have never asked ourselves what is 
it that we needed in the way of information, and so any time any- 
body wanted to know something, we added it to the system. 

Our current accovmting system makes something like 75 million 
entries a month from 800 different entry points. We have some- 
thing like 100,000 management codes, many of them containing as 
many as 99 lines of data. We have one of the most complex systems 
in Government. We have got to stop that, we have got to simplify 
it, we have got to get back to the basics and ask ourselves, and 
with your help, what information do we need to run an organiza- 
tion that essentially is the size of a Fortune 500 company. 

We are making significant strides in cleaning up our data, in- 
cluding our asset data which was mentioned, our inventory of prop- 
erty and also putting the appropriate value on that property. So 
while we are not there yet and we have got a ways to go, we have 
made significant progress. 

TTie K-V Fund, the K-V Fund was authorized by an act of Con- 
gress in June 1930. The act initially established a trust fund using 
deposits made by timber purchasers to reforest the sale areeis, an 
honorable purpose. The authority was expanded over the years to 
include a whole host of items, many of which GAO just talked 
about, including road improvements, watershed improvements, and 
wildlife habitat improvements within the boundaries of the sale 
area. Those are all desirable things also. 

In response to a 1996 General Accounting Office audit, the For- 
est Service assembled a task force to find better ways to limit K- 
V expenditures for indirect costs to the amounts collected for this 
purpose and to achieve better consistency and standardization of 
indirect costs. We are in the process now of implementing the find- 
ings of that task force, emd they include institutionalizing national 
standard definitions for indirect costs, clarifying and standardizing 
procedures for the calculation of equitable indirect charges, 
strengthening the linkage between K-V work planning and budget 
pl annin g, so that we have a better tie between the sale area im- 
provement plan and the K-V program of work. Finally, we are im- 
proving, as many said, the need, and that is a better internal con- 
trol system. 

We have gotten away from inspections. In the Pinchot days and 
up until the 1950’s, the Forest ^rvice did inspections. We do not 
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do those £iny more. I think we are getting back to doing inspec- 
tions. 

Below-cost timber sales. National forest timber sales have always 
served a number of purposes, but today, I would say Americans 
place a higher priority on sustainability and environmental protec- 
tion than they have in the past, and in response, the Forest Service 
is placing more emphasis on protection and restoration of health of 
the land. 

Historically, much of the resource stewardship costs have been 
borne by the forest management program, and I think that is what 
the report that Jim was submitting for the record basically shows. 
So you cannot measure the value of a stewardship program strictly 
in dollars and cents. But as a result of concerns about the cost of 
the timber management program. Congress in 1985 directed the 
Forest Service to implement a new timber cost accounting system, 
and out of that came TSPIRS or the timber sale program informa- 
tion reporting system. That was reviewed by GAO in 1990 and they 
found that the system that Congress had asked for had been devel- 
oped and was implemented, as Congress intended. 

The most recent TSPIRS report which was just released a few 
weeks ago shows a loss of $88.6 million, compared to a loss of $14.7 
million in fiscal year 1996. 

Mr. Horn. Are you putting much credibility in those figures? 

Mr. Stewart. I believe the statement was made by one of the 
members of the earlier panel that probably the TSPIRS data is 
more accurate than most of the financial data. It has been closely 
watched through the years, but it is subject to some of the same 
problems. I would like to submit for the record, if I might, a report 
that was pr^ared called Changing Economics of the National For- 
est Timber Sale Program, and basically what that shows is that 
whether the financisd numbers are correct, certainly the kinds of 
activities and what has been going on in the timber program would 
suggest that the trend is in the right direction. 

Mr. Horn. Who is the author of the report? 

Mr. Stewart. It was done in the Washington office by the forest 
management staff with the help of people throughout the organiza- 
tion. It includes analysis of effects on the timber program profit- 
ability and so forth. 

Mr. Horn. Without objection, it will be put in the record at this 
point. 

Mr. Stewart. ThEmk you. 

[The information referred to follows:] 
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Changing EcoBomics of the 
National Forest Timber Sale Program 


Today’s national forest timber sales program differs dramatically from the program that existed 
only a decade ago, and these changes have had a profound effect on the program’s economics. In 
this regard, the objectives of this paper are: (1) to briefly describe the major changes that have 
been occurring within the national forest timber sales program, and (2) to show how these 
changes have affected the program’s profitability. 


Description of Major Changes 

The changes that have been occurring within the national forest timber sale program can be 
attributed to several factors including: evolving admiDistrative and judicial interpretations of 
agency legal requirements, advances in our scientific understanding of how ecosystems work, and 
shifting public attitudes concerning the most appropriate management priorities for national forest 
lands. Four specific changes will be highlighted in this paper: the trend in program size, the trend 
in harvest objectives, the trend in harvest methods, and the trend in the types of products being 
removed.' 


Trend in Program Size: 

Whether measured in terms of volume offered, volume sold, or volume harvested, the size of the 
national forest timher sales program has fallen markedly in recent years. Specifically, between FY 
1989 and FY 1997: 

• the volume of timber being offered dropped from 11.1 to 4.0 billion board feet (BBF) -- a 
decline of 64 percent; 

• the volume of timber being sold dropped from 8.5 to 3.7 BBF -- a decline of 56 percent; and 

• the volume of timber being harvested dropped from 12.0 to 3.3 BBF - a decline of 72 
percent. (See figure 1) 


' These changes are not the only &ctors to affect the ecoccmics of the naticoal forest timber sale program. For a 
mere complete treatment ofthissubiect,the reader is referred to either of the knowing reports: 1 ) USDA Forest 
Service, 1993, Timber Cost Efficiency Study-Final Report, Washington, DC, 140p.; or 2) Liggett, C. et. Al., 1995, 
Timber Program Issues: A Technical Examination of Policy Options, USDA Forest Service, Washington, DC, 
301p. 
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Tbe amount of national forest timber being offered has been relatively constant over the last 3 
years - suggesting that the size of the program is stabilizing at a new output level of around 4.0 
BBF annually. (See figure 1 ) If this indeed occurs, the program’s new output level will 
approximate that characteristic of the early I950’s. 



Figure (I ) — Trend in Size of the National Forest Timber Sales Program. 


Trend in Harvest Objectives: 

National forest timber is sold and harvested for essentially three reasons: 

• To provide timber in response to the Nation’s demand for wood - called “timber 
commodity” purpose sales. 

• To help achieve various land management objectives that require managing the existing 
vegetation (e.g., in^troving forest health, reducing the risk of catastrophic fire, and creating 
desired wildlife habitat) -- called “forest stewardship” purpose sales. 

• To provide firewood, posts, Chiistraas trees, and other miscellaneous forest products to 
individuals for their own consumption — called “personal use” purpose sales. 
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In the past, the vast majority of national forest timber sales were for “timber commodity” 
purposes. Today, however, more and more sales are being made to advance “forest stewardship” 
objectives. The shift that has occurred just since FY 1993, when the three different classes of 
sales were first distinguished for reporting purposes, is depicted in figure (2). As this figure 
shows: 

• The size of the “timber commodity” component has steadily fallen from 71 to 52 percent of 
harvest volume. 

• The size of the “forest stewardship” component has steadily grown from 24 to 40 percent of 
harvest volume. 

• The size of the “personal use” program component has been relatively stable at 5 to 8 percent 
of harvest volume. 



Figure (2) - Trend in Size of Different Components of the National Forest Timber Sale 
Program. 

In interpreting the preceding figure, remember that the indicated shift in program emphasis has 
occurred against the backdrop of a shrinking program Furthermore, recognize that stewardship 
purpose sales may be undertaken for any of several reasons. These are. 
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• Forest Ecosystem Health - Includes projects, or parts of projects, the primary objective of 
which is any of the following: ( 1 ) promoting long-term forest ecosystem health through forest 
pest and fuels (combustible materials) management; (2) preventing resource losses and 
ecosystem damage from catastrophic events, such as fire and windstorms; (3) keeping forest 
ecosystems within their historic range of variability; or (4) reducing reforestation and site 
rehabilitation costs after catastrophic events. 

• Recreation/Visual/Cultural Re.source Rnhancetnent ~ Includes projects, or pans of projects, 
the primary objective of which is any of the following: (1) removal of trees that create hazards 
around recreation or cultural resource areas; (2) opening desired vistas; or (3) regenerating 
specific species - e g., aspen — to create landscape variety. 

• Wildlife Habitat Management — Includes projects, or parts of projects, the primary objective 
of which is to create and/or perpetuate habitat conditions favorable to certain species of 
wildlife. Illustrative would be a project that seeks to stimulate acorn production by 
controlling competition in oak stands. 

• Fisheries Habitat Management and Watershed Imnrovement - Includes projects, or parts of 
projects, the primary objective of which is either of the following: (1) creating and/or 
perpetuating desirable fisheries habitat; or (2) managing watersheds to attain specific 
objectives such as increased soil stability, higher water quality, or in^roved control over 
water yields. Illustrative would be a project that seeks to influence rates of snowmelt by 
regulating timber-stocking levels, and thereby shading. 

• Threatened & Endangered IT&EI Species Habitat Management - Includes projects, or parts 
of projects, the primary objective of which is to create and/or maintain suitable habitat for 
T&E species. Illustrative would be projects undertaken to create and/or preserve vegetative 
patterns preferred by old growth dependent, or riparian species such as the northern goshawk 
and Pacific fisher. 

• Ranee Resource Enhancement ~ Includes projects, or parts of projects, the primary objective 
of which is to improve the range resource for use by domestic livestock. Illustrative would be 
a project that creates openings improving the production of forage for cattle. 

• Nontimber Products — Includes projects, or parts of projects, the primary objective of which 
is to implement a stewardship objective through the commercial sale of nontimber products 
such as posts, poles, firewood, and Christmas trees. 

• Other - Includes projects, or parts of projects, the primary object of which is to implement a 
stewardship objective that cannot be classified into any other stewardship purpose category. 
Illustrative would be a project intended to clear right-of-way for a general purpose forest 
road. 
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In FY 1997, the vast majority of stewardship purpose sales were made to benefit forest ecosystem 
health. Indeed, such sales accounted for nearly three-quarters of all the volume harvested for 
stewardship purposes. Other significant reasons for stewardship harvesting included the desire to 
manage both wildlife habitat and T&E species habitat. Together, these two objectives accounted 
for over 15 percent of the total volume harvested for stewardship purposes. 

The following series of photos (photos 1-4) Ifom the Lick Creek Experimental Forest located on 
the Bitterroot National Forest south of Missoula, Montana, demonstrate how the Forest Service is 
using stewardship harvesting in combination with prescribed fire to: (1) restore historic forest 
conditions; (2) reduce the risk of catastrophic, stand-replacing fires; and (3) promote 
sustainability. This area was once subject to fi'equent low intensity ground fires, which served to 
maintain a ponderosa pine forest characterized by a relatively open, park-like structure. 

Photo No. 1 shows the condition of the area before treatment. As indicated, this site, which had 
once been dominated by large, widely spaced ponderosa pine, was now occupied by an 
unnaturally dense understory of fir and cedar. These conditions were the resuh of heavy logging 
in the early 1900’s followed by subsequent exclusion of fire. Perpetuation of these conditions 
would have represented an open invitation to disaster. 

Photo No. 2 shows the same scene alter understory trees have been removed through logging. 

As indicated, the stand is now much more open. Additionally, the tan-skinned ponderosa pine 
that once dominated the site are now much more evident. The logging debris that is visible in the 
foreground has been dehherately left so that it can contribute nutrients to the soil. 

Photo No. 3 shows the same scene while a prescribed bum is in progress. Note how the fire is 
burning around the larger ponderosa pine. Strategically, it is iii^iortant to treat such areas before 
the duff layer - i.e., the layer of bark, needles, branches, and other woody debris that accumulates 
on the forest floor - becomes too deep. In overly dense stands, this layer may be as much as two 
feet deep. Under these circumstances, a fire can bum so hot that it damages the roots of even the 
larger trees, thereby killing them. 

Photo No. 4 shows the same scene 1-year after the completion of the prescribed bum. This is 
probably visually similar to how the area looked before being logged for the first time in the early 
1900’s. Now that the competing vegetation has been removed, the residual ponderosa pine trees 
will grow rapidly, and will provide a natural seed source for new ponderosa seedlings. Managers 
may want to use prescribed fire on this site again in another 10 to 25 years. Where debris 
accumulations are heavy, two or three prescribed fires may be needed. 
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Photo No. 1 — Pretreatment condition of the site. 



Photo No. 2 — Site following removal of selected trees. 
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Photo No. 4 — Site 1-year after prescribed burn. 
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Photo No. S shows how stewardship harvesting aimed at reducing forest fuels can dramaticaliy 
influence fire behavior and ultimately the extent of resultant resource damages. The area pictured 
is a portion of the Wenatchee National Forest in Region 6 that was burned by the Tyee Fire in 
1994. Prior to the fire, a “shaded fiielbreak” had been created by mechanically thinning and 
removing the understory vegetation and “fuel ladder” conditions from a strip of land along the top 
of the ridge.^ As shown, before reaching the fiielbreak the fire was a lethal, stand-replacement fire. 
Upon reaching the break, however, the fire dropped to the ground and burned across the break 
without damaging any of the larger trees. Once it had traversed the break, the blaze once again 
junked back into the crowns of the trees. 


Trend in Harvest Methods: 

Between 1989 and 1997, consistent with the decline in the size of the timber sales program, the 
amount of national forest land being annually impacted by timber harvesting has also dropped ~ 
from 1 ,0 1 5,4 1 8 acres to 457,848 acres, a reduction of over 55 percent. At present, less than 1 
percent of the area identified in forest plans as being suitable for timber production is actually 
impacted by harvesting operations in any given year. 

In the past, clearcutting ~ i.e., removing all the trees within a specified area at once ~ was used to 
harvest substantial volumes of national forest timber. Over time, however, this method of 
harvesting became increasingly controversial. As a consequence, in FY 1992, a policy decision 
was made to de-enqihasize the use of this practice. Since that time, the acreage of national forest 
land being harvested by means of clearcutting has steadily fallen — from 162,664 acres in FY 
1992, to 45,854 acres in FY 1997 - a decline of almost 72 percent. (See figure 3) 

The decline in the number of acres being clearcut cannot be fully explained by the feet that the 
size of the national forest timber sales program has fallen, because usage of clearcutting has 
dropped in relative as well as in absolute terms. Since the policy on clearcutting was adopted in 
FY 1992, clearcutting as a proportion of all timber harvesting has fallen firom 22 to 10 percent. 
(See figure 3) 

Besides the reduction in the use of clearcutting, a growing number of national forest managers are 
opting to require “environmentally sensitive” logging techniques ~ e.g., cable as opposed to 
ground logging systems, or helicopter as opposed to cable logging systems. 


^ A “fuel ladder” consists of conbustible materials of varying heights that can allow a fire to climh from the forest 
floor into the crowns of the overstory trees. 
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Figure (3) - Trend in Use of Clearcut Harvesting. 


Trend in Type of Products Being Removed: 

The last trend to be documented concerns the changing nature of the timber products being 
harvested off national forest lands. The products being removed today are substantially different, 
in two important respects, from the products commonly removed in the past. One difference 
relates to the mix of sawtimber and nonsawtimber sized material. The second difference relates to 
the mix of green and salvage material. 


Mix of Sawtimber vs. Nonsawtimber Material — In the past, considerable enphasis was placed on 
converting mature or overmature stands with young, rapidly growing stands. Consistent with this 
situation, a relatively high percentage of harvest volume tended to be sawtimber sized trees. 
Today, more and more emphasis is being placed on partial cutting, and on using timber harvesting 
as a tool to improve forest health and reduce forest fuels. Consistent with this situation, smaller- 
sized trees now comprise a greater proportion of the total harvest mix. The actual trends are 
shown in figure (4). The data indicate that in FY 1989 nonsawtimber volume constituted only 20 
percent of the total harvest - but today it accounts for over 40 percent of the program. 
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Fiscal Year 

1 — •— Sawtimber — Nonsawtimber --■^--Total 


Figure (4) - Trend in Amount ofSawtimber v. Nonsawtimber in Harvest Mix. 


Mix of Green vs. Salvage Material ~ In the past, most national forest timber sales were 
undertaken to help meet the Nation's demand for wood — i.e., they were timber commodity 
purpose sales. Consistent with this fact, the bulk of the timber offered for sale was green. Today, 
because public concern over forest health has grown, salvage volume has become an inaeasingly 
important part of the agency’s total offer mix. The actual trends are shown in figure (5). The 
data indicate that in FY 1989 salvage volume accounted for only about 20 percent of the total 
offer volume -- but today it represents over 40 percent of the program. 



Fiscal Year 


* Graen - -■ — Salvage ■■■ar-- Total 


Figure (5) - Trend in Amount of Green v. Salvage Volume in Offer Mix. 
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Effects on Program Profitability 

Figure (6) shows how the four trends discussed above, in combination, have affected the 
profitability of the national forest timber sales program. Before the figure can be interpreted, a 
major accounting change that was implemented in FY 1997 needs to be discussed. This change 
concerns the treatment of “road prism” costs. These are the costs associated with constructing 
the roadbeds that are an integral part of all timber access roads. Prior to FY 1997, consistent with 
generally accepted accounting principles applicable to the private sector, these costs were 
permanently capitalized into land values. This treatment was predicated on the assumption that if 
the prisms were properly maintained, they would have an infinite useful life. Starting in FY 1997, 
consistent with new accounting standards for federal agencies, these costs must be annually 
expensed. Although this change does not require the Forest Service to restate its prior year 
financial results, some restated figures were used in constructing figure (6). This was done so that 
the impacts of the various trends that have been discussed could be examined without being 
confused by the effects of the new accounting procedure. Specifically, for the period FY 1993 to 
FY 1997, figure (6) shows two sets of total expense and net revenue curves - one reflecting the 
situation “without” annual expensing of road prism costs (the old procedure), and one reflecting 
the situation “with” annual expensing of road prism costs (the new procedure). 



Figure (6) - Trend in Timber Sale Revenues, Expenses, and Net Revenues With (w) and 
Without (wo) Annual Expensing of Road Prism Costs. 
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As figure (6) shows, regardless of how road prism costs are assumed to be handled, program- 
related revenues and expenses have both been declining since FY 1 993 — but revenues have been 
falling more rapidly than expenses, thereby causing net revenues (i.e., profits) to drop. Without 
annual expensing of road prism costs (the old procedure), net revenue has declined ffom -I-S301 
million in FY 1993 to -$37 million in FY 1997. With annual expensing of road prism costs (the 
new procedure), the net revenue drop over the same period of time has been from -t$216 million 
to -$89 million.^ 

The downward trend in program size has adversely affected the program’s profitability in 
essentially two ways - by causing revenues to fall, and expenses to increase. Revenues have 
^en because substantially less volume is being sold and harvested today than was the case in the 
past. Expenses have increased because of the diseconomies associated with operating the 
program at a smaller scale. Prior Forest Service smdies have shown that the unit costs of many 
important timber-related activities — e.g., site preparation, harvest administration, reforestation, 
and timber stand unjrovetnent - tend to increase as they are performed on fewer acres. 

The trend in harvest objectives has adversely affected the program’s profitability primarily by 
causing revenues to fall. Revenues have fallen because the timber included in “forest 
stewardship” and “personal use” purpose sales is not selected on the basis of its commercial value, 
but on the basis of other considerations such as the particular management objectives to be 
achieved. Accordingly, as figure (7) shows, in FY 1997 the unit revenue - i.e., revenue per 
thousand board feet (MBF) of volume harvested -- was substantially less for these types of sales 
than it was for timber commodity purpose sales. In contrast, unit expense ~ i.e., expense per 
MBF of volume harvested - differed very little hy sale purpose. The end-result was that unit net 
revenue - i.e., profit per MBF harvested - was much less for forest stewardship and personal use 
purpose sales than it was for timber commodity purpose sales. As these types of sales have 
grown to become a more important part of the overall sales program, financial profitability has 
suffered. 

The trend in harvest methods has adversely affected the program’s profitability by increasing 
costs. It is generally recognized that both sale preparation and harvest administration costs tend 
to be higher for partial cutting systems. Additionally, partial cutting systems often necessitate 
accessing more acres than clearcutting in order to realize a given volume — which can sometimes 
create a need for more road construction. 


’ The financial consequences and otha aspects of the Forest Service's FY 1 997 forest management program are 
reviewed in depth in the latest Forest Management Program Annual Report. 
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Program hxicaior 


I Timber Commodity B Forest Slewaidship ■ Personal UseJ 


Figure (7) - Comparison of Financial Performance of Different Timber Program 
Components in FY 1997 


Finally, the trend in the types of products being removed from the national forests has adversely 
affected the timber program’s profitability by reducing revenues. Revenues have declined because 
nonsawtimber tends to be less valuable than sawtimber, and salvage material tends to be less 
valuable than green material. Nonsawtimber is typically less valuable because it cannot be 
manufactured into as broad an array of products, and oftentimes it contains very little clear, high- 
grade wood. Salvage material is typically less valuable because frequently it has been damaged, 
or suffered some degree of deterioration. 

While the preceding trends have all had an important affect on the profitability of the national 
forest timber sales program, they are not the only factors that have been operative. Other factors 
that have had an affect, especially on program costs, include the following: 

• Open Process and High EnviromneDtal Standards - From a procedural standpoint, the Forest 
Service adheres to a very open process in planning timber sales; members of the public are 
provided many opportunities to express their views on any proposed action. From an 
operational standpoint, the agency cam'cs-out timber sales within the context of forest plan 
standards and guidelines designed to protect important environmental values. While these 
requirements are deemed to be beneficial, as various investigators have observed - they do 
sometimes increase costs." 


" See either of the following reports: ( 1 ) Genaal Aceouming Office; 1 996; PUBLIC TIMBER - Federal and Stale 
Programs Differ Significantly in the Pacific Northwest', GAO/RCE0-96-i 08; 1 6 p; or (2) Keegan, Charles E. Ill el 
al; 1 996; ‘Timber Management Costs: A Comparison Among Major Landowners in Idaho and Montana;" 
Montana Business Quarterly Vol 34, no. 2: pp. 9-14. 
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• Consensus Building Behavior - Many Forest Service field managers, in an effort to minimize 
the likelihood that proposed timber sales will be either appealed or litigated, have consciously 
elected to adhere to certain procedures that, although they may increase costs, may also make 
the projects less controversial. Illustrative of these practices are the following: reducing the 
size of proposed sales; requiring more environmentally sensitive methods of logging (e.g., 
helicopters); enqthasizing th innin gs as opposed to regeneration harvests; emphasizing 
pulpwood and other smaller products as opposed to sawtimber; and including nonsale 
activities fevored by the public (e.g., road obliteration) in sale proposals. 

• Increasing Imnortance of Relatively Fixed Co.sts - Some timber program costs - e.g.. 
depreciation on existing fecilities and roads, line officer support, rents, utilities, and so on - 
tend to change relatively httle with program size. In recent years, as the size of the timber 
sales program has shrunk, these costs have become an increasingly important element of 
overall program costs. This fact has made it more difficult to control unit costs. 

• Disanoearance of the Pipeline - Pipeline volume represents advanced sale preparation for 
future years. For a period of time, as the national forest timber sale program became 
increasingly controversial, managers were able to keep their output levels up, and their unit 
costs down, by drawing upon this type of volume. Eventually, however, this cushion 
disappeared - and the impacts of various factors on program costs could no longer be 
avoided. 

• Shrinking Volume Under Contract - Volume under contract represents the amount of national 
forest timber that purchasers have acquired but not yet harvested; it is a key factor in 
determining the rate at which costs in the “sale activity pool” of TSPIRS are written-off. 
Specifically, the volume under contract is inversely related to the rate at which sale pool costs 
are expensed. In recent years, since the volume under contract has been declining - the 
proportion of sale activity pool’s balance being expensed has increased. 

Concluding Observations 

For several years the Forest Service has been striving to ensure that its timber-related activities 
are conducted as efficiently as possible. As previously noted, a number of major cost efficiency 
smdies were conducted in the early 1990’s. Those smdies led to the development and 
iiUjlementation of national as well as regional cost efficiency action plans. More recently, the 
Washington Office instituted a series of regional cost efficiency reviews designed to highhght 
emerging efficiency problems and the actions being taken to deal with them. Additionally, the 
agency’s Timber Sale Preparation Handbook was amended to require the performance of an 
efficiency analysis during the initial planning of ail proposed timber sale offerings. The principal 
objective of this analysis is to identify possible economic viability problems before substantial 
resource commitments have been made. 
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The success of the preceding actions, as well as other steps that have been taken, has been mixed. 
As figure (6) shows, total timber program expenses have been decreasing since FY 1993 - but 
this decrease has not been enough to preserve the program’s overall profitability. Indeed, it now 
appears that as the Forest Service’s timber management program has evolved fi'om a large-scale 
enterprise focused mainly on fiber production to a smaller-scale enterprise focused largely on 
using timber sales to help promote forest and ecosystem health - it has also been transfomed, 
perhaps unavoidably, from a profit-making to a net-cost endeavor. 

When seeking to evaluate the financial performance of the national forest timber sales program, 
several fundamental points should be kept in mind. These include the following; 

• The national forests have a very different mandate from private timber companies. — As a 
matter of law and policy the national forests are not managed like private timber con^anies, 
and these differences profoundly effect the revenues received as well as the costs incurred. 
Typically timber is grown for longer periods of time before being harvested, higher stocking 
levels are maintained, more attention is given to natural and uneven-aged management, greater 
en^hasis is placed on the non-timber values obtainable from forest lands, and far more open 
and publicly accessible administrative processes and procedures are utilized. Recognizing 
these diflerences, one must ask - to what extent should profitability considerations dictate 
when national forest timber may be sold and harvested? 

• Timber sales are oftentimes the least net cost method of achieving desired non-timber 
management objectives. - A 1994 Forest Service study of 19 national forests from around the 
country found that timber sales, even some that may be below-cost, are frequently the “least 
net cost method” of attaining various non-timber management objectives that require 
manipulating the existing vegetation - e.g., in^roving forest heahb, reducing forest fuels, and 
creating desired habitat conditions.’ The basic reason is that the ahematives to a timber sale - 
e.g., prescribed burning, use of chemical herbicides and pesticides, and mechanical treatments 
such as cut and leave - do not generate any revenues to help ofi^t their costs of application. 
This suggests that a policy that precludes all below-cost timber sales would oftentimes cause 
overall net operating costs at the forest-level to increase, not diminish. 

• Timber sales provide many benefits beyond the revenues earned. — Revenues are not the only 
benefit derived fi'om national forest timber sales; indeed, they are typically not even the most 
important benefit. From an economic perspective, other irqjortant benefits include the job 
opportunities that are created, the income that is generated for individuals and businesses, and 
the incremental tax receipts that various levels of government collect fiom taxing this income. 
From an ecological perspective, the additional benefits include the full array of long-term 
resource management goals achievable through stewardship harvesting - e.g., better 


’ See; Reyna, Nick and Prausa, Rick, 1994. Evaluating the Vse of Timber Harvest on 19 National Forests: An 
Exploratory Study of Below-Cast Timber Sale Issues and Changing Management Conditions. USDA Forest 
Se^ce. WasbingtcD, DC. 16p. 
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understory browse for grazing livestock, improved water yields, and restoration of stands to 
historic and sustainable conditions. Finally, the wood that is produced helps to satisfy market 
demands without relying on: 1) expanded use of non-renewable substitutes (e.g., plastics, 
metals, and concrete), or 2) expanded in^torts. 

• National forest timber is competitively sold to private industry at fair market value. — There 
is no subsidy associated with the sale of national forest timber. Before timber is sold, an 
appraisal is conducted to estimate the material’s fair market value - and, by law, it cannot be 
sold for less than this amount.* When a sale is made, competitive bidding occurs and the 
contract is normally awarded to the qualifying linn otTering the highest bid.’ There are 
essentially two reasons why the Forest Service cannot always price its timber high enough to 
cover its full costs of production. First, there is the fact that the policies and procedures under 
which it operates tend to make it a relatively high cost timber producer. Secondly, there is the 
fact that price it can charge is determined in an open market where most purchasers have the 
choice of buying either public or private stun^age. Given these circumstances, should the 
agency seek to fully recover its costs, in many cases it would only succeed in pricing itself out 
of the market and losing its ability to use timber sales as a management tool. As was noted 
above, in many instances the end result would be higher, not lower, net operating costs. 
Although the agency could refuse to make timber sales where it cannot recover its full costs of 
production, consistently behaving in this manner could jeopardize its ability to: 1) fulfill its 
congressionally mandated mission to “furnish a continuous supply of timber for the use and 
necessities of the citizens of the United States,” ’ 2) meet the needs of timber-dependent 
communities, and 3) sustain an adequate level of mill capacity to ensure a conpetitive market 
for any woody material that it may subsequently choose to offer through stewardship sales. 

We hope this paper has helped to deepen your understanding of the complexities associated with 

managing diverse national forest ecosystems, and welconse any questions you may have. 


‘36CFR 223.60 and 223.61 
’36 CFR 223.100 

’ Organic Administration Act ofJune4,1897. 
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^prn im rsftes 


REVIEW OF TSPIRS AND FY 1997 
CHANGES 


Most of the information presented in this report was conqtiled by the Timber Sale 
Program Information Reponing System (TSPIRS). Accordingly, it is appropriate to briefly 
describe its origin, structure, and olyectives. 


Review of TSPIRS 

TSPIRS was developed in response to Congressional direction contained in the 
Conference Committee Report on the 1985 Interior Appropriations Bill. The impetus for 
this direaion was concern over “below-cost” sales, and the desire to have better 
information on the benefits and costs of selling national forest timber. The system was 
“pilot-tested” during FY’s 1987 and 1988, and was officially implemented in FY 1989. It 
consists of three parts, each of which is described below. 


The Financial Account 

The TSPIRS financial accoipit displays the revenues, expenses, and resultant net revenues 
(i.e., revenues minus expenses) associated with the harvesting of national forest timber in a 
given year — doing so in an annual financial statement format. It was jointly developed by 
the Forest Service and General Accounting Office (GAO). 

Separate financial accounts are developed by forest, region, and for the Forest Service as a 
whole. Additionally, at each administrative level revenues, expenses, and net revenues 
are separately reported for three distinct con^onents of the overall sales program. These 
components are: [ 

• Timber Commodity Purpose Saies — This component includes sales being made 
primarily to supply limber in response to society’s demand for wood. 

• Forest Stewardship Purpose Saies — This component includes sales being made 
primarily to help achieve desired ecological conditions and/or to attain some non- 
timber resource objective that requires manipulating the existing vegetation — e.g., 
ingtroving forest health or reducing forest fuels. 
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• Penonal Use Puipose Sales — This component includes sales being made primarily to 
supply firewood, Christmas trees, and other miscellaneous forest products to 
individuals for their own consumption. 

The revenues that are recognized in the financial account include actual stumpage receipts, 
purchaser road credits used to pay for harvested timber,' purchaser deposits for such 
things as road maintenance and brush disposal ~ called associated charges, and any 
interest or penalty payments that are assessed. 

The expenses that are recognized in the financial account fall into four broad categories: 

• Direct Timber Sale Expenses — Included are the costs of such activities as sale 
preparation and harvest administration. 

• Direct Timber Program Expenses — Included are the costs of such activities as 
transportation planning, conducting silvicultural examinations, and reforesting cutover 
areas. 

• Indirect Timber Saie Expenses — The primary thing included here is the cost of 
dealing with appeals and litigation. 

• Indirect Timber Program Expenses — Included are any costs of a “general 
administration” nature - i.e., the portion of line mana gement and program support 
costs that is properly chargeable to the timber program. 

To better match annual sale-related revenues to annual sale-related expenses, expenses 
that are long-term investments - i.e., expenses that will benefit future sale-related 
activities as well as those being conducted in the reporting year - are placed into one of 
three pools and are redistributed back to a particular year based on pre-established 
formulas. This method of accounting is called “accrual” accounting, and it differs from 
“obligations-based” or “cash-flow” accouming. 

TSPIRS recognizes three cost pools. These are: 

• Sale Activity Pooi ~ This pool includes those costs directly associated with the 
preparation of timber sales. The costs placed in it are expensed using the ratio of 
volume harvested to volume harvested plus volume under contract. 


' Purchaser road credits are earned as timber purchasers complete constructioa and/or reconstruction of 
Forest Service mandated roads. The work must be performed to standards established by the Forest 
Service, and the amount of credit earned is governed by cost estimates developed by agency engineers. 
TbCK estimates reflect the costs that an operator of average efficiency should incur to perform the desired 
work. 
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• Growth Activity Pool — This pool includes those costs associated with growing 
timber over an entire rotation. The costs placed in it are expensed using the ratio of 
volume harvested to the total growing stock volume on suitable lands. 

• Depreciation Pooi — This pool includes those costs associated with roads and 
fecilities. The costs placed in it are depreciated over predetermined periods of time set 
to approximate each asset’s anticipated useful live. 

The method that TSPIRS uses to “pool” cenain costs and subsequently “write-them-off” 
in later years is consistent with Federal government accounting standards as prescribed by 
such authoritative bodies as the Federal Accounting Standards Advisory Board (FASAB). 

Over the years, considerable debate has surrounded the question of whether or not the 25 
percent of timber sale receipts that must, by law, be returned to the states and counties for 
use in supporting local schools and roads ~ i.e., “payments to states” — should be counted 
as a timber program cost.^ Some argue that since the original intent of these payments 
was to substitute for the property taxes that private landowners would pay, they should be 
treated as a cost. The Forest Service, however, has consistently maintained that these 
payments are not a program cost, but a redistribution of income that occurs outside the 
agency’s normal financial activity. Accordingly, while payments to states for FY 1997 are 
documented in this report, they are not treated as a timber program cost. 

The Forest Service recognizes that the decline of the timber sales program, because it 
directly influences the size of the receipt-share payments that are made, has had a 
profound effect on some local communities. In response, the agency has proposed 
severing the existing linkage between such payments and national forest receipt levels. 
Under this proposal which has been forwarded to Congress as part of the President’s 
recommended budget for FY 1999, states and counties would receive the greater of 1) 
the receipt-share payment they received in FY 1997; or 2) 76 percent of the average 
payment they received during the 5-year period from 1986 to 1990. It has been estimated 
that adoption of this reform would remm an additional $37 million to the states and 
counties in FY 1999. 


The Economic Account 

The TSPIRS economic account displays the long-term benefits and costs expected to 
result from a given year’s timber harvesting activities. The account’s information 
complements the data in the financial account in three ways: 

• by considering future effects, not just immediate effects; 


^ Paymaits were originally auihorized through legislaiion enacted on May 23, 1908. (Ch. 192, 35 Stat. 
251, as amended; 16 U.S.C. 500, 16 U.S.C. 553, 31 U.S.C. 534) 
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• by recognizing ejects on all resource values, not just timber-related effects; and 

• by examining “economic” effects, not just “financial” efiects. 

All of the preceding differences merit brief clarification. Concerning the first distinction, 
the basic idea is that the financial account uses a single year as its fi'ame of reference — i.e. , 
the year during which the timber harvesting operations being evaluated were actually 
conducted ~ while the economic account considers a timefiame that is infinite in length. 
Concerning the second distinction, the basic idea is that the financial account documents 
only timber program effeas, while the economic account considers how timber harvesting 
affects all resource programs — i.e., recreation, wildlife, fisheries, grazing, soils, and water. 
Finally, concerning the third distinction, the basic idea is that the financial account 
examines only actual receipts and expenditures, while the economic account, where 
appropriate, uses state-of-the-art non-market analysis techniques to quantify relevant 
resource efiects that cannot be evaluated by other means. 

The economic account is constructed by performing what is called a “with-and-without” 
analysis. Initially, relevant resource efiects are estimated under the assumption that a 
particular year’s timber harvesting operations are indeed conducted. Next, these same 
resource efiects are estimated using the assumption that no timber harvesting occurred. 
Lastly, the marginal or incremental output changes attnbutable to timber harvesting are 
evaluated. These output changes may be immediate or delayed (i.e., experienced now or 
experienced later). Additionally, the changes may be either positive (e.g., increased 
recreation and decreased sedimentation) or negative (e.g., decreased recreation and 
increased sedimentation. Once the relevant output effects have been expressed in physical 
terms ~ e.g., animal unit months (AUM’s) in the case of grazing, or visitor-days (R'W’s) 
in the case of recreation - they are re-expressed as monetary equivalents. The unit values 
employed to make these conversions are taken from the best available information sources 
which may be site-specific research studies, values used in RPA p lannin g, or values set- 
forth in forest plans. 

To facilitate making direct coiiq:arisons between monetary values occurring at different 
points in tune, the economic account discounts the values of all anticipated output 
changes, positive as well as negative, back to the desired base year using a 4 percent real 
rate of interest. The present value of the negative output changes is then deducted from 
the present value of the positive output changes to determine the present value of the 
benefits. As a last step, the present value of any costs, including road costs, that will have 
to be incurred to realize the projected benefits is subtracted from the present value of the 
benefits themselves to derive two “present net value” (PNV) figures — one that considers 
timber resource effects only, and one that considers effects on all resources, including 
timber. 

Conceptually, when the PNV, considering all resource effects, is positive, it indicates that, 
at the assumed rate of interest, the timber harvesting investments that were made during 
the year in question were economically justified, because the present value of the expected 
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long-term benefits exceeded the present value of the expected long-term costs. This fact 
illustrates one of the complexities of the below-cost sale controversy — namely, that of 
selecting the criteria by which to determine if a below-cost situation exists. It is not 
uncommon for forests to have a negative net revenue in the financial account of TSPIRS 
and yet have a positive PNV in the economic account. 


The Employment, Income, and Program Level Account 

The TSPIRS employment, income, and program level account displays the employment, 
income, and Fed^ income tax benefits attributable to a given year’s tindter harvesting 
activities — and also documents certain key timber program accomplishments. Like the 
financial account, its fiame of reference is a single year - this being the year in which the 
harvesting operations being reported upon were actually conducted. Despite this 
similarity, however, the information contained in the account compliments the data 
presented in the other accounts of TSPIRS in two ways: 

• by recognizing certain important social and economic impacts not captured in the 
other accounts; and 

• by providing a more complete description of timber program accomphshments. 

Because of these difierences, inclusion of the account strengthens TSPIRS and enables the 
repotting system, in the aggregate, to more fully portray the “net public benefit” that 
r^uhs fi-om each year’s forest management program. 

The employmern and income figures shown in the accoum are developed using IMPLAN 
or some other suitable input-output model, and the inched Federal income tax changes 
are computed as a percentage of the estimated income effects. While the last measure may 
require no explanation, some clarification of the other measures seems appropriate. 

The account’s employment figures depict the average n umb er of full- and part-time 
employees using National Income and Product Account conventions. Additionally, they 
indicate not only the “direct” employment attnbutable to the national forest timber 
program, but also any relevant “indhea" and “induced” employment effects. Direa 
effects capture the initial economic consequences that result fixtm some Forest Service 
action ~ e.g., additional sawmill production stknulated by national forest timber sales. 
Indirect effects capture the additional economic consequences that occur as supplying 
industries respond to the changed input requirements of the directly impacted industries — 
e.g., increased purchases of fuel, trucks, and equipment by sawmills so they can process 
national forest timber. Finally, induced effects capture the added economic consequences 
that result from adjustments in household spending that are attnbutable to changes in 
either the original industries or their suppliers — e.g., increased purchases by any new 
workers hired by sawnalls or their suppliers because of the processing of national forest 
timber. 
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The account’s income figures indicate what is called “total regional factor income,” and 
they consist of essentially three things. These are: 

• Employee Compensation - This part includes wages and salaries, and supplements 
to wages and salaries (e.g., employer contributions to employee health benefit and 
retirement plans). 

• Proprietor’s Income - This part includes the income of sole proprietorships, 
partnerships, and tax-exen^tt cooperatives. 

• Other Factor Income — This part includes such things as rental income, interest and 
dividend earnings, and corporate profits. 

As with employment, the income figures repotted in TSPIRS as being attributable to the 
forest management program include the direct, indirect, and induced effects. The Federal 
income tax consequences are determined by taking 15 percent of the estimated income 
figures. 

The program accomplishments that are repotted include more than the three measures 
typically stressed — i.e., volume offered, vol ume sold and awarded, and volume harvested. 
Specifically, the account also presents data on: the area of land impacted by harvesting 
activities; the volume of free use firewood produced; the number of Christmas trees cut; 
the value of other “non-convertible products” produced (e.g., cones, boughs, and ferns); 
the area of land regenerated through planting, seeding, or by natural means; the area of 
land on which timber stand improvement activities were conducted (e.g., release, weeding, 
pruning, and precommercial thinning); and the mileage of timber access roads constructed 
and/or reconstructed using either appropriated moneys or purchaser road credits. 


FY 1997 Changes 

In FY 1997, a significant change was made in the way TSPIRS handles “road prism” 
costs. These are the costs, including excavation costs, that the agency incurs to construct 
the roadbeds that are an integral part of all timber access roads. This section describes the 
nature of the accounting change as well as its effects. 

Change in Treatment of Road Prism Costs 

For the past few years, the Federal Government has been developing and implementing 
new accounting standards. The body charged with developing and recommending these 
standards is the Federal Accounting Standards Advisory Board (FASAB). Assuming 
FASAB’s recommendations are subsequently approved by the Office of Management and 
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Analysis of Financial Trends 

The fectors that underlie the revenues and costs associated with the national forest timber 
sales program, and thereby the program’s profitability, were discussed at some length in last 
year’s TSPIRS Report. As noted at that time, these factors are many and varied - and they 
run the gamut from being relatively obvious to being extremely complex. This section of die 
report provides a quick review the principal fiictors that have been affecting timber program 
revenues and costs. For a more complete examinatiOD of these topics, especially those 
relating to timber program costs, readers are referred to either of two conqirehensive timber 
cost efficiency reports that the Forest Service has published in recent years.' 


Factors Affecting Timber Program Revenues 

The factors affecting timber program revenues have not been studied as extensively as those 
impacting program-related costs, but nonetheless some key reasons for the observed drop-off 
in receipts are apparent. These include the following: 


Decline in Program Size: - The steady decline in the volume of national forest timber being 
harvested each year - fi'om 12.0 BBF in FY 1989 to 3.3 BBF in FY 1997 - represents the 
most in^ortant reason why total timber sale revenues have dropped in recent years. Other 
things b^g equal, when less output is sold; less sales revenue is earned. Of course, in any 
given year, the prices that may be charged for national forest timber can either moderate or 
aggravate the effect of dechnfeg sales volume. In FY 1997, the average revenue earned fiom 
the harvest of national forest timber was up somewhat from FY 1996 - J 176/MBF as 
opposed to $166/MBF - but was still down compared to either FY 1994 ($184/MBF) or FY 
1995 ($180/MBF).’ 

Shift to Stewardship Purpose Saies: — Another fector that has reduced timber program 
revenues, and thereby profits, is the continuing from “timber commodity” to “forest 
stewardship” purpose sales. As has been noted, between FY 1993 when the sale purpose 
codes were first implemented, and FY 1997: 

• The size of the timber commodity program component, expressed as a proportion of total 
harvest volume, declined from 71 to 32 percent. 

• The size of the forest stewardship program component grew from 23 to 40 percent. 


' The study reports bemg refixred to are: (1) USDA Forest Service, 1993, rimber Cost Efficiency Study-Final 
Report, Washingtoo, DC, 140 p,; and (2) Liggett C. et al.. 1995; rimber Program Issues: A Technical 
Examination of Policy Options-, USDA Forest Service, Waduuglon, DC, 301p. 

’ Average revenue was computed by dividing the touti revenue earned by the total volume of national firest 
timber harvested. All the values sbovm are in terms constant FY 1997 dollars. 
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• The size of the personal use program component was relatively stable at 7 to 8 percent of 
harvest volume. 

The shills inched by the preceding figures have had a significant effect on overall program 
profitability because of the differing financial characteristics of the various kinds of sales, 
which are highhghted in Figure (15). As the figure indicates: 

• Average unit revenue varies substantially by program conqtonent - from $2 1 2/MBF for 
timber commodity purpose sales, to S161/MBF for forest stewardship purpose sales, to 
$19/MBF for personal use purpose sales. These differences reflect the fact that the 
different types of sales are undertaken for fundamentally different reasons. As explained 
earlier, timber commodity purpose sales are intended to help meet the nation’s demand for 
wood, and as a consequence they are designed to include a significant proportion of 
commercially valuable timber. This is not the case for forest stewardship and personal use 
purpose sales. Most of the timber included in these sales is selected based on the 
management objectives to be achieved, not because of commercial considerations. 

• Average unit expense varies relatively little between timber commodity and forest 
stewardship purpose sales, equaling $208/MBF for the former and $205/MBF for the 
tatter. The comparable figure for personal use purpose sales is somewhat lower — i.e., 
$167/MBF - but not greatly different (See Figure 15). These results are somewhat 
puzzling given that the procedural requirements associated with personal use purpose 
sales tend to be considerably less complex than those associated with timber commodity or 
forest stewardship purpose sales. The explanation lies in the foct that personal use sales 
produce very little wood volume, and thus their unit costs tend to be quite high. 

• Average unit net revenue differs greatly between program components ranging from 
+$4/MBF for timber commodity purpose sales, to -$44/MBF for forest stewardship 
purpose sales, to -$148/MBF for personal use purpose sales. These results are a direct 
consequence of the fact that unit revenues vary widely while unit expenditures are 
relatively constant. 

It may be wonhwhile to stress that these relationships are to be expected, and indeed are 
traceable to the specific objectives of each class of sales. As decisions about sale design are 
made less-and-less on the basis of financial considerations (e.g., what timber should be 
removed in light of current market needs), and more-and-more on the basis of ecological 
considerations (e.g., what timber should be removed to create certain desired habitat 
conditions), it is reasonable to expect that program profitability will suffer. This suggests that, 
except possibly for timber commodity purpose sales, profitability may no longer be an 
appropriate measure forjudging the performance of the Forest Service’s forest management 
activities. 
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Figure (15) - Comparison of Timber Program Components in terms of Selected Program 
Indicators. 


Changing Nature of Products Being SoU: — A third &ctor that has been causing national 
forest tindter sale revenues to decline, both on a total and unit basis, relates to the changing 
nature of the products being sold and harvested offNFS (National Forest System) lands. As 
noted earlier in this report, in con^aiison to the past, the tiniber being removed from the 
national forests today includes; (1) proportionately more dead and dying trees as opposed to 
green timber (See Figure 16); and (2) proportionately more non'Sawtimber as opposed to 
sawtimber volume (See figure 17). 

Generally, salvage timber is less valuable than green timber because it has often been damaged 
or suffered deterioration. Similarly, non-sawtimber is typically less valuable than sawtimber 
because it cannot be manufactured into as broad an array of products, and oftentimes it 
contains a smaller amount of clear, high-grade wood. 
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Figure (16) - Trend in the amount of Green vs. Salvage Volume in the Offer Mix 



Figure (17) - Trend in the amount of Sawtimber vs. Non-sawtimber in the Harvest Mix. 


Factors Affecting Timber Program Costs 

Receipts are only one of the variables that determine the profitability of the Forest Service’s 
forest management program; the other is costs. Accordingly, to understand why program 
profitability has been falling, it is also necessary to understand why costs, at least on a unit 


53 





356 


basis, have continued to rise even though the size of the timber sales program has dropped. 
Regrettably, there is no single explanation. Many factors, only some of which are discussed 
below, have been operating so as to inaease program costs. 

Increasing Importance of Fixed Costs: - There are certain relatively fixed costs associated 
with conducting the national forest timber sale program - e.g., the expenses associated with 
the depreciation on existing fecilities and roads, and with general program administratioQ. As 
the program has decreased in size, these costs have not changed commensurably. As a 
consequence, such costs have become an increasingly important proportion of the total cost 
mix, and have had to be borne by fewer units of output. To illustrate. Figure (18) shows how 
expenditures for “general administratioo” (GA) have changed over time as a percentage of all 
timber-related expenditures.”’ As indicated, in just the last 4 years, total expenditures for GA 
have grown from approximately 20 percent of all timber program costs to about 30 percent of 
these costs. 



1994 1995 1996 1997 

Fiscal Year 


j — * — GA-Sales — — GA-Program — Total GA ! 


Figure (18) — Trend in Timber Program GA Expenses. 


Diseconomies of Small Scale Operations: — The efficiency studies that were mentioned 
earher have shown that there are imponant “economies of scale” associated with various 
aspects of the timber program - e.g., sale preparation, harvest administration, reforestation, 
and timber stand irrqjrovement. The existence of these “scale economies” means that the unit 
costs of conducting such activities tend to decrease as the scale at which they are conducted is 
increased. In recent years, however, just the opposite has been the case — i.e., the size of the 
timber program has been shrinking. The end result is that the unit costs of performing these 
activities have actually tended to increase. 


As noted in the glossary, GA represents the cost of line management and program support that cannot be 
identified with specific programs. A proponiooate amount of a forest's total GA is allocated to the timba 
program based tm the estimated extent to which the program benefits fi-om GA-type activities. 
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Open Process and High Environmental Standards: — From a procedural standpoint, the 
Forest Service adheres to a very open process in planning timber sales; members of the public 
are allowed ample opportunities to express their views on any proposal. Additionally, the 
agency operates an administrative appeals process that allows the public to challenge 
proposed decisions without having to resort to the courts. From a practice standpoint, the 
Forest Service carries-out timber sales within the context of forest plan standards and 
guidelines designed to ensure protection of all important environmental values. These 
procedural and operational requirements are beneficial, but they result in increased costs. The 
General Accounting Office (GAO), in comparing the timber sale programs of the Forest 
Service and Bureau of Land Management (BLM) in the Pacific Northwest to those of the 
state timber sale programs in Oregon and Washington, observed; 

‘The federal agencies have a much longer and more complex planning process that 
involves the public at every stage of the process for timber sales. ... In addition, the 
state agencies do not provide for administrative appeals, whereas the federal agencies 
do.”" 

Simiiarly, Keegan et aL, after conducting a study that compared the timber management costs 
on eight national forests in Montana and Idaho to the costs experienced by a broad range of 
other forest owners and managers (private industry, the Idaho Department of Lands, the 
Montana Department of Natural Resources and Conservation, and the Confederated Salish 
and Kootenai Tribes) concluded that: 

”... where organizational goals are complex, enq)ha$izing non-commercial values as 
well as commercial harvests, then the costs of timber management increase. . . . Even 
more inqjortant are the mandates and methods affecting various timber management 
operations. Agencies that operate within explicit legal and/or administrative directives 
and undertake formal environmental review and monitoring . . . find these activities add 
substantial costs to their programs for managing timber resources.” " 


Disappearance of the Pipeline: - Pipeline volume represents advanced sale preparation for 
future years. For a period of time, as the national forest timber sale program became 
increasingly controversial, the Forest Service was able to maintain its output levels and keep 
its unit costs relatively low by drawing upon this type of volume. Eventually, however, this 
cushion began to disappear (See figure 19). As this has happened, the impact of various 
factors on program costs has become increasingly difficult to avoid. 


' * General Accounting Office; 1 996; PUBLIC TIMBER— Federal and Slate Programs Differ Significantly in 
the Pacific Northwest', GAO/RCED-96-108; 16 p tSee p.2). 

" Keegan, Charles E. m et al. 1996. 'Timber Management Costs: A Camparison Among Major Landowners 
in Idaho and Montana.’' Montana Business Quarterly Vd. 34, no. 2; 9-14 (See p. 14). 
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Figure (19) -- Trend in Pipeline Volume. 


Shrinking Volume under Contract: — A key factor in detemiining the rate at which the 
“sale activity pool” of TSPIRS is written-off is the “volume under contract.” Volume under 
contract represents the amount of national forest timber purchasers have acquired, but not yet 
harvested. In recent years, volume under contract has been declining. (See Figure 20) As a 
consequence, an increasing proportion of the sale activity pool’s balance is being expensed 
each year. 



■Volume Under Contract 


Figure (20) - Trend in Volume under Contract. 


Significance of the Financial Resuits 

This concluding section of the report highlights several points that should be kept in mind 
when trying to assess the significance of this year’s financial results. 
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Summary of Timber Sale Revenues and Expenses 


Region S 

Fiscal Year 1997 

(in thousands of dollars, except as noted) 


Timber Commodity Program Component 


state 

NaOoaal Foratt 

Ravcaacs 

EDeaaca 

Net 

Rev. /I 

MMBF/2 

Harvac 

Pet of 
Totel/3 

CA 

Angela 

0 

0 

0 

0.0 

0.0 

CA 

Cleveland 

0 

0 

0 

0.0 

0.0 

CA 

Eldorado 

579 

900 

-321 

2.9 

11.9 

CA 

Inyo 

86 

206 

-119 

1.1 

212 

CA 

lOamaih 

-31 

39 

-70 

0.0 

0.0 

CA 

Lump 

496 

691 

-194 

4.3 

5.2 

CA 

Los Padra 

0 

0 

0 

0.0 

0.0 

CA 

Moidocioo 

1,759 

1.430 

329 

4.6 

41.5 

CA 

Modoc 

1.832 

652 

1,180 

3.5 

in 

CA 

Six Riven 

U92 

1,677 

-285 

7.2 

31.6 

CA 

Plsmas 

4.817 

4.184 

632 

18.8 

43.9 

CA 

San Benardtno 

0 

0 

0 

0.0 

0.0 

CA 

Sequoia 

3.461 

3.990 

-529 

13.4 

73.2 

CA 

Shaita Thfuty 

1.233 

988 

245 

4.1 

8.2 

CA 

Siena 

2.139 

1.180 

958 

4.5 

16.9 

CA 

Stanislaus 

2.486 

3.637 

-1.151 

12.4 

41.4 

CA 

Taboe 

2.033 

1.563 

470 

8.0 

12.0 

CA 

Lake Tahoe Buie 

0 

0 

0 

0.0 

0.0 

CA 


22.2S3 

2U38 

hl4S 

84.6 

17.1 


Rnteooal Office 

0 

1.734 

-1.734 

0.0 

0.0 

All 

IMonal Totals 

22J8J 

22J72 

•589 

84.6 

17.1 


Forest Stewardship Program Component 






Net 

MMBF/3 

Peter 

State 

Ntflonal Foresf 

Revenaa 

CxaensM 

Rev. /I 

Hnrvcft 

Tetal/J 

CA 

Angela 

2 

48 

-46 

0.0 

I.t 

CA 

Cleveland 

1 

19 

•18 

0.0 

0.0 

CA 

Eldorado 

3.006 

5.646 

-2.640 

18.5 

74.7 

CA 

loyo 

39 

95 

-56 

0.5 

12.5 

CA 

Kiainath 

S.S4I 

10.111 

-1.270 

52.8 

94.8 

CA 

Lassen 

14,725 

8,541 

6.184 

69.6 

83.4 

CA 

Los Padra 

1 

27 

-26 

0.0 

12.7 

CA 

Meodocioo 

1.183 

1.888 

.704 

5.8 

53.2 

CA 

Modoc 

3.609 

5,2 U 

-1.601 

40.3 

89.2 

CA 

Six Riven 

2.651 

3.170 

-519 

13.4 

59.3 

CA 

ETumas 

1.839 

4,244 

•2,405 

19.0 

44.3 

CA 

San Benanboo 

26 

iOl 

•75 

0.5 

9.0 

CA 

Sequoia 

50 

951 

-901 

2.7 

[4.8 

CA 

Shuta Trinity 

9.151 

9.596 

-445 

41.8 

84.3 

CA 

Siena 

3.774 

4.373 

•599 

17.6 

66.6 

CA 

Stanislaus 

2.112 

3.949 

-1.837 

13.4 

45.0 

CA 

Tahoe 

5.866 

8.460 

'2.394 

41.2 

62.2 

CA 

Lake Tahoe Basin 

377 

1.383 

-1.007 

6.8 

87.2 

CA 


57J55 

67J13 

•10J58 

343.9 

69.7 


Rodonal Office 

0 

5.622 

-5.622 

0.0 

0.0 

AH 

Ractoaal Tntah 

97J55 

73,436 

-16,181 

343.9 

69.7 


<^1 The net revcDue calcuistioiu do aot lodude exBiocdiaary apeoses. 
12 MMBF » Millions of bovd 

/3 Harvest in the conytooeat comprises this peiceni of the total progranL 
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Summary of Timber Sale Revenues and Expenses 


Region S 

Fiscal Year 1997 

(in thousands of dollars, except as noted) 


Personal Use Program Component 


SttlB 

NafloMl Forest 

RoveMNt 

Edmom 

Net 

Rev. /I 

MMBF/2 

llanrat 

Pet of 
Total /3 

CA 

Angdes 


6 

183 

-177 

0.1 

98J 

CA 

Clovelud 


7 

54 

*47 

0.2 

lOOi) 

CA 

EMofsdo 


69 

570 

-502 

3J 

13.4 

CA 

Inyo 


49 

220 

•171 

2.4 

60J 

CA 

KLunsdi 


34 

367 

-333 

2J 

5.2 

CA 

Loimb 


197 

895 

-698 

9.6 

11.5 

CA 

LosPidrv 


7 

80 

-73 

0.2 

87J 

CA 

Sfaododiio 


23 

99 

-76 

0.6 

5.3 

CA 

Modoc 


29 

132 

-103 

1.4 

3.1 

CA 

Sot Riven 


53 

295 

•240 

2.1 

9.1 

CA 

PlmDU 


130 

654 

-524 

5.0 

Il.B 

CA 

Ssa Benwfdiiio 


54 

173 

-119 

4.9 

91.0 

CA 

Seqaoio 


43 

443 

•398 

12 

12J 

CA 

Stem Tiioiiy 


»7 

549 

*462 

3.7 

7.5 

CA 

Skn 


47 

589 

-541 

4.4 

16J 

CA 

Cmesaalana 


63 

631 

•565 

4.1 

13J 

CA 

Tsteo 


65 

2.040 

-IJ75 

17.1 

25J 

CA 

Lake Tahoe fiasiB 


39 

181 

-141 

1.0 

12.8 

CA 

SflmSateDteli 


IJM 

IJSS 

.7.147 

6S.1 

13J 


Rodaaai OfBee 


0 

639 

*639 

0.0 

0.0 

AS 

fUteOHdToMi 


IJM 

i.794 

.7.7«6 

65.1 

15.2 


/I Thfi INI fwwM cdcnluiou do bm indado •Kinotdieary upwm, 
/2 MMBF ■ NUtiooi of bouil bet 

/3 Harvert ta (be omfxneoi coi^nios Itiii peromtofitac totti propim. 
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Simunaiy of Timber Sale Revenues and Expenses 


Region 6 

Fiscal Year 1997 

(in thousands of dollars, except as notedl 


Timber Commoditv Proeram Component 





Nat 

MMBF/2 

Pet or 

SCiCi 

NaRoui Faruit 

Revagaea 

Enaam 

Rat, /I 

HarvMt 

Totri/3 

OR 

Desdivte 

6 

65 

-59 

0.2 

0.2 

OR 

Frcnimi 

3,036 

2.655 

380 

17.6 

30.2 

OR 

Malbeur 

5^73 

5.952 

-679 

18.4 

424 

OR 

ML Hood 

6,266 

5.694 

573 

18.4 

38.2 

OR 

Ocfaoco 

IJ35 

2428 

>1493 

8.7 

37.0 

OR 

RogooRive 

12450 

6.088 

6,762 

22.5 

73.8 

OR 

Siddyou 

13,669 

9.113 

4.556 

31.9 

85.8 

OR 

Sitialaw 

522 

492 

29 

0.5 

10.7 

OR 

UtnuiUa 

2,192 

2.082 

110 

10.6 

18.9 

OR 

UngRioa 

26427 

12.653 

14.273 

51.4 

97.7 

OR 

Wallowa-Whitmaa 

2.593 

2.409 

184 

10.4 

22.1 

OR 

WilUmettc 

25,891 

14.382 

11.509 

54.9 

604 

OR 

WiDOlB 

1.337 

4.365 

-3.028 

13.0 

53.3 

OR 

Staii Sabealt 

102497 

6M79 

33418 

258.4 

424 

WA 

Gifbcd Piociioi 

13,993 

6,701 

7492 

26.9 

66.0 

WA 

Ml Bake>Sooqualinie 

789 

4,685 

-3,896 

6.2 

92.1 

WA 

Okaaogaa 

1.114 

1.652 

-538 

4.2 

334 

WA 

CMyngic 

1,457 

2.245 

-788 

4.0 

39.5 

WA 

Wewtebes 

909 

1.679 

-770 

lO.O 

17.7 

WA 

Colvillo 

3.486 

3.828 

>342 

13.0 

42.7 

WA 


21.740 

20,719 

959 

644 

414 


ReiOBal Office /4 

0 

S.68I 

•5.681 

0.0 

0.0 

Al 

RariOBal Tetah 

12SJ44 

99449 

28.495 

322.6 

424 


/I Tbe net reveaiw caicuUnow do oot include aonordioary expetuca. 
/2 MMBF ■ MilUom of board feet 

/3 Harvest ia the oonpoocai co m p ti ses this peiccai of the total profzun. 
'4 (Delude Columbia Rive Gorge unit orpesse. 
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Snimnary of Timber Sale Revenues and Expenses 


Region 6 

Fiscal Year 1997 

(in thousands of dollars, except as noted) 


Forest Stewardship Program Component 





Net 

MMBF/2 

Pet of 

SMi 

NsRonl Ferat 

lUVtMM 

FraiMfi 

Rev./l 

Hanrcet 

ToM/3 

OR 

Deednifes 

11,711 

11,466 

245 

85X) 

90.7 

OR 

Fmooni 

6.06t 

5.872 

197 

38.7 

66.6 

OR 

Malfaeur 

3,972 

7.035 

-3,063 

22.1 

50.6 

OR 

ML Hood 

«447 

3.039 

<692 

15.9 

329 

OR 

Oc^ 

2,02t 

3,896 

-1,870 

12.5 

53.7 

OR 

Ro^ River 

2,610 

2.159 

451 

7.4 

24.1 

OR 

Siifaiyoa 

2,90t 

U13 

1.596 

4.8 

129 

OR 

Shukw 

U73 

3J89 

-2.015 

3.6 

74.1 

OR 

UnuUU 

6,957 

6,947 

10 

39.0 

69.7 

OR 

Un^iqiu 

212 

183 

29 

0.7 

1.4 

OR 

WeUowa-WfaittBui 

3,t36 

6.471 

-2.635 

31.2 

66.4 

OR 

WUlemme 

15,300 

9.495 

5.805 

35.4 

389 

OR 

WtMM 

2.050 

3.701 

•1.643 

10.7 

43.6 

OR 


63Jt2 

66J66 

-M14 

307J 

S8l3 

WA 

OiftfdPiactaM 

4,541 

2,794 

1.747 

12.2 

299 

WA 

Ml Btker*Sooquolznie 

8 

43 

-35 

0.1 

09 

WA 

(^■BOgU 

1,677 

2,044 

367 

5.8 

47.4 

WA 

Otynpic 

1,147 

2,551 

•1.404 

5.1 

509 

WA 

WeMcbee 

2.010 

7.618 

-5,607 

42.6 

759 

WA 

C^vUle 

}JJ2 

4J28 

-1.106 

15.8 

52j0 

WA 


iliis 

19J77 

-4.T71 

81,6 

su 


RoaeoelOfllee/d 

0 

6.474 

-6.474 

0.0 

09 

A. 



*M\f 

.taas. 

388.6 




/I Tb 0 mat revsBw calcotacioai do noi indode cxiraofdiiHuy eumnnw 
f7 MMBF « Millioac of bovd fiaeL 

13 Harvcci ia (ho c ompoMK ootiyritoi (fail perocac of (be ton! prognm. 
/4 (adudfli Coluodu River Oorfi um( expeasei. 
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Summary of Timber Sale Revenues and Expenses 


Region 6 

Fiscal Year 1997 

(in thousands of dollars, except as noted) 


Personal Use Proeram Component 





Net 

MMBF/2 

Pet of 

State 

Nstloaal Forest 

Revcaaes 


Rer. /I 

Harvest 

Total /3 

OR 

Deschutes 

317 

973 

-656 

8.5 

9.1 

OR 

FnsDDOt 

26 

150 

-124 

1.9 

3.3 

OR 

Malheur 

85 

573 

-488 

3.1 

7.2 

OR 

MtHood 

60 

2.004 

-1,944 

14.0 

28.9 

OR 

Ocboco 

50 

421 

-371 

2.2 

9.3 

OR 

Rogue River 

9 

268 

-259 

0.6 

2.1 

OR 

Siskiyou 

17 

154 

-137 

0.5 

1.3 

OR 

Siuslaw 

20 

299 

-279 

0.7 

15.1 

OR 

UiBablla 

119 

772 

-653 

6.4 

11.4 

OR 

Ungxpia 

21 

80 

-59 

0.5 

0.9 

OR 

Wailowa-Whitmao 

70 

749 

-678 

5.4 

II.5 

OR 

Willunetie 

28 

200 

-172 

0,7 

0.7 

OR 

Wiaema 

23 

208 

•185 

0.8 

3 1 

OR 


84S 

6J51 

-6.006 

45J 

7.4 

WA 

Giflfotd Pinchot 

33 

296 

-263 

1.7 

4.1 

WA 

Ml Baker-Snoqualmie 

75 

105 

•30 

0.5 

7.0 

WA 

Okaflogaa 

25 

686 

•661 

2.3 

18.7 

WA 

Olyni[MC 

17 

231 

-214 

1.0 

lO.l 

WA 

Wenatchee 

64 

439 

•375 

3.8 

6.7 

WA 

Colville 

22 

274 

•252 

1.6 

5 3 

WA 


236 

2.031 

-1.795 

10.9 

6.9 


Redooal Office /4 

0 

76? 

.767 

0.0 

0,0 

AU 

Radonal Totals 

1.0S1 

9.649 

-0.568 

56.2 

7.3 


/ 1 T1i« ae< crv«Que cilcuidoou do oo( include exoraordioary expenses. 
'2 MMSr > Millions ol'boatd feet. 

'3 Harvest m (be con^neot comprises this percent ot the touJ program. 
4 Includes Columbia River Gorge utui expenses. 
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Mr. Stewart. Just as a re-emphasis of that and what some of 
the figures in that report show, we began tracking the different 
purposes of the timber program in 1993. Up until that time, it was 
just all called the Timber Sale Program. We now categorize the 
program in three categories — ^Timber Commodity, Forest Steward- 
ship, amd Personal Use. The Timber Commodity Program in 1993 
was 71 percent of the entire program. In 1997, it was only 52 per- 
cent. At the same time, the forest stewardship component went 
from — ^it was 23 percent and now 40 percent. Why that is impor- 
tant is that the stewardship component is a component that is con- 
ducted for other purposes than producing commercial timber. For 
instance, it was mentioned the need for fuels management, and 
that would be called a stewardship component. There is a need for 
doing thinning of stands for reducing the probability of attack by 
bark beetles, as a for instance. The purpose there is not to generate 
timber commercially, but to cany out a stewardship stand objec- 
tive. 

I will say that the component of the timber program that was 
classified as timber commodity did return a net profit of a little 
over $7 million, as I recall. 

In addition to the change in the nature of the timber program 
itself, there was a significant change in the accounting procedures 
used in the 1997 TSPIRS report, a change that involved 

Mr. Horn. Just for the record, why do you not spell that. 

Mr. Stewart. OK, yes, thank you. It is T-S-P-I-R-S and it 
stands for timber sale program information reporting system. 

I also have for your information, if you would like to submit for 
the record, an excerpt from the 1997 report which reviews a num- 
ber of the changes that occurred between the 1996 and 1997 report. 
The report also describes the different financial accounts. The one 
that everybody focuses on is the first one, which is the financial ac- 
count, which is just the tracking of the revenues and expenses. But 
there are two other reports that are generated as part of that, 
which look at the overall benefits of the Timber Sale Program. 

A new factor that has had a major effect on the profitability of 
our Timber Sales Program in fiscal year 1997 was a change in the 
accounting procedures applicable to road prism costs. These are 
costs that are associated with constructing a road’s underlying 
foundation or bed. In the past, the Forest Service used generally 
accepted accounting principles used by private industry because 
there was at the time no Federal standard. Under this approach, 
the road prism was written off — was not written off but perma- 
nently capitalized into the leind values. The Federal Accounting 
Standard Advisory Board recently established a new Federal stand- 
ard that requires that the road prism costs be expensed annually 
as a timber program cost. This one change resulted in an increased 
cost over what would have been reported previously by $51.4 mil- 
lion. 

Mr. Horn. Give me an example that pre this decision on how to 
account for it, and now. What changed? 

Mr. Stewart. What changed? I believe there is a fairly good ex- 
planation in this report, but as I understand 

Mr. Horn. Just a simple example. 
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Mr. Stewart [continuing]. As I understand it as a forester, in 
the past, the road was considered to be a long-term investment. In 
other words, as long as you maintained it, it was there for as long 
as you needed the road and would be used for multiple purposes, 
including additional timber sales that would be brought over that, 
for recreational purposes, for all the purposes that a road might be 
used. Therefore, it was not considered as a cost to the timber pro- 
gram. 

The new accounting standard makes it a cost and not one that 
is written off or amortized over some period of time, but is written 
off in the year that the cost is incurred. So it is written off in 1 
year against that particular timber sale that created the road. 

Mr. Horn. So sdl of the costs of creating that road get put into 
a debit from the timber sale in that year, is that it? 

Mr. Stewart. That is my understanding, yes. 

Mr. Horn. That is it, there is no amortization or anything else. 

Mr. Stewart. That is my understanding. 

Mr. Horn. And there is no, shall we say, baker’s dozen billing, 
sent to 13 different accounts as a cost. 

Mr. Stewart. No. I do not believe, for instance, it benefits — in 
the flnancial account, that the benefits are apportioned between 
the other uses of that road. 

Mr. Horn. Well the benefits are apportioned in the financial ac- 
counts? 

Mr. Stewart. As I said, there are several financial analyses done 
in TSPIRS report. The straight revenues and expenses one is called 
the financial account. That is where this one shows up and that is 
where the $88.6 million loss occurs. 

Mr. Horn. Because of the time of day or something, I might be 
missing something, so I want to be very clear. The road cost, let 
us say, is $100,00^0 to put in a quarter of a mile of road. And if 
there is a timber sale in that fiscal year, that would be put in and 
this cost of the road would be deducted from the timber sale, or at 
least noted as 

Mr. Stewart. If the road was built to access a timber sale 

Mr. Horn. Right. 

Mr. Stewart [continuing]. It would be costed against that timber 
sale. It would not be amortized even though that road will have a 
life beyond the timber sale 

Mr. Horn. Right. 

Mr. Stewart [continuing]. And could be used for other purposes 
besides — access for recreation, access for fire management and so 
forth. 

Mr. Horn. OK, now that I understood. But then I thought I 
heard that they also will give some of the cost of that road to how 
much we had in recreation. 

Mr. Stewart. No, in the TSPIRS, one of the accounts, the one 
that shows the $88.6 million, it is strictly the expenses and reve- 
nues of the timber program, there is a separate analysis which 
looks at the overall benefits of the timber program, which go be- 
yond just the — ^for instance, wildlife habitat improvement, and tries 
to put a value on those kinds of things. In that one, you might be 
able to show the other benefits of the road prism. 
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Mr. Horn. But is that just for interest or is that a regular thing 
that is kept up and the same criteria applied to it? 

Mr. Stewart. Well, my assumption is is that the steuidard that 
has been established now will be used from this point on until 
somebody changes it. Again, we did not have that standard up 
until this — 1997. 

Mr. Horn. OK, but under the standard, we are very clear then 
on what is happening and if somebody wants to do an interesting 
thing of gee, here is what recreation costs or here is what weeds 
cost and so forth, they could do that, but it really is not relevant 
to how we are going to appropriate money or authorize money or 
expect and listen to the argument one way or the other on what 
is a timber sale — does it give a profit, does it not give a profit. But 
I just want to make sure that we also are not getting over into wor- 
rying about seven people recreating on that road and then putting 
a fiscal figure in as a plug or whatever. 

Mr. Stewart. Not in the financial account, no. 

Mr. Horn. OK. 

Mr. Stewart. The other thing I would like to say about the tim- 
ber program is — and this was mentioned earlier, and that is that 
our experience suggests that because of the revenue generated, 
that timber sales, even some of those that are below cost, are often- 
times the least net cost means for achieving many of our land stew- 
ardship goals. As we indicated, if you have an opportunity to — if 
you have to do an understory thinning for fuels management and 
you were to just cut the trees and leave them versus do it with a 
timber sale where there would be some value generated, not only 
to the Forest Service to offset some of the cost, but presumably eco- 
nomic benefits within the community due to economic activity from 
the utilization of that material. That even though the over^l pro- 
gram might be below cost, on a net cost basis, it would be less, and 
that is one of the analyses that they perform before doing an activ- 
ity, is to determine is in fact that the timber sale is the least net 
cost way of getting the job done, whether it is for a commercial tim- 
ber harvest or for a stewardship purpose. 

Finally, let me just quickly summarize. It is very apparent from 
what everybody said that the Forest Service programs are veiy 
complex. We certainly know that we have got a very large job 
ahead of us to correct our business management systems and to be- 
come more accountable for our actions. 

We have been working with and we will continue to work with 
the General Accounting Office, the Office of the Chief Fineincial Of- 
ficer, and the Office of the Inspector General. I was pleased to see 
that he made it clear that we had been working with him to try 
and get things fixed. We appreciate and welcome the oversight of 
Congress through hearings such as the one you are holding today 
and the one that you held earlier this week. 

I know that we do share a desire, despite the fact of what you 
heard, we share a desire to provide better service to the public at 
less cost. I believe we also share in a sense of our mission, which 
is caring for the land while we serve people. 

I would now like to have the two forest supervisors discuss these 
issues from their local viewpoint and then of course all of us would 
be glad to answer any of your questions. Thank you. 
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Mr. Horn. Well, I know you also have a plane schedule. 

Mr. Stewart. I will stay as long as I possibly can. 

Mr. Horn. All right. ^ gentlemen, let us hear about your par- 
ticular forests. You have listened to a lot of this testimony very pa- 
tiently. Feel free to give any thoughts on what you have hes^, 
whether you agree with it or do not agree with it. We are just in- 
terested in what the practicing professionals think about these 
things, right down there at the grassroots. You are the ones on the 
firing line, you are the ones dirertly helping people. 

So, Mr. C^hr, would you like to proceed? 

[The prepared statement of Mr. Stewart follows:] 
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE; 


Thank you for the opportunity to be here to discuss management practices of the Forest Service 
on the Angeles, Wetutcbee, and Okanogan National Forests (NFs). I am accompanied by 
Michael J, Rogers, Forest Supervisor on the Angeles NF, Sonny O'Neal, Forest Supervisor on 
the Wenatchee NF, and Samuel Gehr, Forest Supervisor on the Okanogan NF. 


The focus of this hearing is to discuss issues related to fiiumcial management, the Knutson- 
Vandenberg (K-V) Fund, recreation »nd the recreation fee demonstration program, and below 
cost timber sales. I view this heating as a good opportunity to share with you the steps that this 
agency has taken to address these particular programs and activities and to explain bow 
particular systems work. Mr. Chairman. I believe we share the common view of maximizing the 
public benefits of each dollar diat this agency spends for lend management, research, private land 
assistance, anrl other Forest Service authority. I will begin with a brief overview of the agency 
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and provide s natinnal perspective on these issues, followed by a local view from the Forest 
Supervisoifs), and ^en we will respond to your quesUons. 

Overview 

The Forest Service consists of basically dixee coinponents: the National Forest System, where we 
manage more thun 191 million acres of public lands in the United States, Research, where we 
conduct studies and provide scientific information related to forest resources, and State and 
Private Forestry, v^iere we provide information and technical and financial cost-sharing 
assistance to help assure sound stewardship and use of the vast state and private forest lands of 
the United States, r^nring ibr the land and serving people is our motlo and the fo und a ti on of 
everything we do. 

The National Forest System Innds are managed in sccoidance with the Multiple-Use Sustained 
Yield Act of 1 960 (MUSYA), the Forest and Rangeland Renewable Resources Planning Act of 
1974 (RPA), and the National Forest Management Act of 1976 (NFMA), among others. Forest 
Service programs operate under additional environmental laws that were enacted to protect 
specific natural resources, including the Endangered Species Act, the Clean Water Act, the Clean 
Air Act, and other laws such as the National Environmental Policy Act (NEPA). We fully 
support and remain committed to the full implementation of these laws, which define Che nation's 
environmental policies. 

With over 28,000 fiiU-ome employees, peaking to over 43,(XX> with our summer seasonal 
enqiloyces, the Forest Service's job is quits complex. We oftao find ourselves caught in the 
midst of social changes, shifting priorities, and political crosscurrenla. It is critical that we have 
sound business practices to ensure ttiat the raonetiiy and human resouices which are entnisted to 
us are used in a manner that not only supports the agency’s mistioii. but does so in a way that is 
efficient, productive, and cost effective. 
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Recreation and th« Recrcationai Fee PemonitrudOP Prqgr^P* 

Every year, almost 95 percent of all Amoricans engage in some sort of outdoor recreation. As 
the largest single supplier of public outdoor recxcation, the National Forest Systcni hosted over 
850 million visits to its national forests and grasslands in fiscal year 1997 and trends indicate that 
use of the National Forest System will continue to grow. People are drawn to the national forests 
because of tbeir varied recreational opportunities. Demands for recreation opportunities arc 
becoming increasingly complex. Forest visitors are not only increasing in numbers but consist 
of individuals from varied ethnic, social, and economic backgrounds. To meet this demand and 
protect America’s recreation resources, we need more specialized resources to provide the 
quality experiences our visitors expect Our fiscal year 1999 recreation budget requests have 
increased along with the recreation demand by the public. However, past appropriations have 
generally remained static. Wemust meet our recreation objectives through creative and 
innovative approaches. An example of this type of approach is the Recreational Fee 
Demonstration Program (RFDP). 

Congress authoii 2 ed the landmark RFDP in fiscal year 1996 tiirough enactment of the Omnibus 
Consolidated Appropriations Act for fiscal year 1996. The RFDP authorized the USDA Forest 
Service, and the National Park Service, U.S. Fish and Wildlife Service, and the Bureau of Land 
Management of the Department of the Interior to test the collection, retention, and lelnvestmeot 
of new recreation admission and user fees on up to 100 projects in each agency. Before the 
RFDP, the Forest Service was limited to charging recreatioD use fees at a limited number of sites 
and could not retain collections for use at sites or elsewhere in the National Forest System. This 
new authority was a major poaitive development, and an exciting, departure from historical 
practice. Initially, the RFDP authority allowed agencies to retain all of the new fees in excess of 
a fiscal year 1995 base figure, with 80 percent of the retained fees to be used at the sites where 
they were collected, and 20 percent to be distributed nationally to any site under die jurisdiction 
of the collecting agency. However, the fiscal year 1998 Interior and Related Agencies 
Appropriations Act allowed the agencies to retain all recreation fee revenues fiom the fee 
demoastration projects, not just the revenues io excess of the fiscal year 1 995 collections, greatly 
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increasing our ability to improve recreational sites and serviees. The demonstration authority 
expires at the end of fiscal year 1999, widi receipts being available to complete projects through 
September 30, 2002. 

The Forest Service began to implement the RFDP aggressively in June, 1996, as mdicated in the 
interagency report provided to Congress in January 31, 1998. At the end of fiscal year 1997, 
with 40 projects collcctiDg fiuids. receipts tram the RFDP grossed well aver S8 million. An 
arUitionai S2 projects will begin collections later in fiscal years 1998 and 1999. Projects ate 
being tested in 28 states in all regions of the country, including Puerto Rico. 

From fiscal year 1994 to fiscal year 1998 the agency's recreation budget averaged S217 million 
atntually, but total annual needs for operation, maintenance, backlog reductions, and capital 
investments were much higher, as diey are today. In fiscal year 1997, the recreational fee 
demonstration program provided a much needed S8.7 million to address critical rejotuce needs 
and enhance customer services. We expect the fees collected to increase significantly this year, 
to nearly $20 millioiL 

For these reasons, the Forest Service strongly supports the recreation fee demonstration program 
(RFDP), an essential part of meeting the increased demand for quality recreation facilities and 
services to the public. It is critically ingxirtant that base-level appropriations funding continue in 
conjunction witii the RFDP so the Forest Service can demonstrate a clear added value to the 
public for the fees that they pay. 

Baaed on survey results, overall, the public accepts the fees as long as most of the money goes 
back to improve the area they are paying for. Of course, some people very much dislike paying. 
Acceptance is increasing over time as people beconu more aware of the program and ath'ust to 
paying the new fees. Tbey arc also beginning to see positive results as the fees are being spent 
on local projects. 
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Mr. Chairman, I strongly believe that long-term implenieniation of the RFDP is necessary to 
keep up with the rapidly increasing demands placed on federal recreation facilities. We have had 
many successes, and we will see man y more as we complete our second year of this important 
program. We continue to listen and discover wa^ to improve the program. We will continue to 
evaluate results during the testing period, and sliare what we have learned with you and the 
Amencan public. 

Financial Management 

Mr. Chairman, you have heard of some of the problems we face with our financial management 
systems in the Forest Service. Ln fact, the Chief testified before a joint committee hearing on 
March 26, 1998, to address specifically financUl management and accountability in the agency 
and what measures we were taking to correct some of the problems. These concerns are taken 
seriously and action has been taken to address them. Let me share what we have done and are in 
^e process of doing to address these concerns. 

1) We are implementing a major restructuring of the business operations of the Forest 
Service. We have a Chief Operating Officer who is responsible for the financial and 
operational health of the agency and an Associate Chief for Natural Resources who will 
be responsible for the health of the land- We will also hire a Chief Financial Officer to 
focus on all finaacial affairs of the agency. 

2) As part of the Administration *s Reinvention Initiative, -the Forest Service has reduced 
its workforce by 1 5%, which includes a higher reduction in the Washington office, 
consolidated administrative offices at the supervisor and the district ranger levels, 
developed public-private partnerships to deliver agency services for less money, and 
established customer service standards. One specific example is reducing overhead costs 
by moving our public information office from downtown Seattle to the Recreational 
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Equipment Incorporated Building, which the Vice President recognized with a Golden 
Hammer Award, for our partnership with the private sector. 

3) The Chief announced a Natural Resource Agenda for the 21st Century that will be 
implemented with latul-based performance measures. We intend to develop a structure 
so that employees will he held accountable for the actual accomplishments and 
measurable results in the field. Combined with other financial reforms, we will have a 
better understanding of how much it costs to achieve certain results. 

4) We axe developing a QPRA strategic plan. The plan will follow the principle and 
goals described in the Nattiral Resource Agenda. We are also initiating expanding our 
forest health survey and monitoring work to cover all aspects of ecosystem health and 
integrity. In this maimer, the cost effectiveness and progress towards achieving 
environmental goals can be better evaluated. 

5) We are implementing an integrated accounting system. Foundation Financial 
Information System (FFIS), which will enable policy makers and supervisors to quickly 
find and understand the costs associated with specific activities. FFIS will ultimately 
reduce the amount of time Forest Service employees spend entering and interpreting 
data, and increase the amount of time they spend making and implementing sound 
resource decisions. 

6) We have issued a desk guide for financial management to inform Forest Service 
employees throughout the entire field structure of methods to iccoid and organize 
information. We intend to update this desk guide as our new systems develop. The 
primary benefit today is national consistency so that we will have a better data base fiom 
which to make decisions. 
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7 ) We intend to recruit a limited number of highly qualified management personnel with 
expertise in modem financial management practices and structures who will complement 
the excellent resource man agement skills of the agency. We need to replenish the 
shortage of skilled financial managers in the agency caused by the downsizing effort. We 
do not intend to maintain a larger workforce, and thus higher overhead, in the long-term. 

8) We have established a business team to review oux budget and accounting activities 
and to recommend how we can simplify and improve our business systems. This group 
of employees from across the agency will focus on simplicity, timely and accurate 
financial information, accountability between expenditures and benefits, and public 
service. One of the team 's objectives is to develop a consistent definition of overhead. 
Our goal is to increase the precision, clarity, and comprehensibility of Forest Service 
budget and accounting data to generate increased trust among the users and the public. 

fhese changes represent some of the ideas and recommendations in the Coopers and Lybrand 
report which the Chief commissioned last year, and respond to some of the concerns raised by 
the General Accounting Office (GAO). We are open to other ideas, too, and including those from 
the Committee that will improve efficiency and public service. 

Our goal is to bring dramatically improved accountability to the Forest Service. We can assure 
you that wc wj il continue to work with the GAO and with Congress to improve our business 
operations and to be more accountable for the resources we manage. 

Cooperative Work Knutson-Vandenbnrg Fond 

The K-V fund, authorized by the Act of June 9, 1930, is a trust fund that uses deposits made by 
timber purchasers to reforest timber sale areas. In addition to planting, these deposits may also 
be used for eliminating unwanted vegetation on lands cut over by the purchaser and for 
protecting and improving the future productivity of the renewable resources on forest land in the 
sale areas, including sale area improvement operations, maintenance, construction, reforestation. 
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and wildlife habitat managemenL The K-V Act explicitly autborizes the Secretaiy of Agriculture 
to collect deposita to cover the coat to the United Statea of tfaeae typea of activitiea. 

In response to a 1996 General Accounting Office (OAO) audit, the Forest Service assembled a task 
force for tbe purpose of finding ways to better limit K-V expcnditdres for indiiect costs to the amounts 
collected for this purpose and to achieve better consistency and standardization of indirect cost The 
task force issued its final report last November with an action plan implementing nine actions. Let me 
highlight several actions which I believe will help us strengdien our business operations in these areas. 
We are now; 

• instituting standard national definihons for indirect costs for use throughout the Forest Service; 

« claritying our procedures for the calculation of eiptitable indirect charges end instituting these 
procedures throughout the Agency; 

• strengthening the linkage between our K-V work planning using the Sale Area inqirovement 
Plan and our budget plaruiing process so that we achieve a more direct tie between the SAl Plan and 
our K-V program of work; and 


• improving our oversight procedures and expanding the participation of our review teams to 
ensure that die business functions are better represented in our menagenaeait reviews. 

We heve been challenged in court on the legality of K-V aaKssmentt for overhead costs. On June 3, 
ll^®i we filed in the United States District Court in San Francisco, CA, a motion for aummaty 
judgement in which we contend, that "...die Forest Service may uae K-V flmds to pay for the progiam's 
indirect costs for three reasons. Fust, the necessary expense doctrine, e basic principle of ap p ro prietion 
law, authorizes the challenged expenditure. Second, the Forest Service’s longstanding use of K-V funds 
for indirect cosu has been eiqxBsriy laiified by Congress’s fiscal review agent, die Comptroller Geneial, 
Bod implicitly accepted by Congress itself. Thud, appropriations law upholds the agency’s discretion to 
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choose between argii&bly available fimHing choices where as here the agency has consistently adhered to 
its choice." 

The implenientation of*lC-V projects on the ground involves the sa m e kinds of people and 
resources that we need to implement projects using ^propria ted funding sources. We need 
computers to plan the programs and keep truck of die K-V project activities. We need decision 
makers to determine which K-V projects should be the highest priority for finding when K-V 
funds are scarce. We need our business management experts to determine the financial health of 
the K-V fund and develop an orderly K-V program of work. All of these people need office 
space to do their work in. So. our policy sinqily says that the trust funds, like K-V, should pay 
their equitable share of these costs applying the same principles that we use to determine equities 
for discretionary programs. 

We cannot eliminate these costs, as they are a real and necessary part of getting die job done. 

3ut, we firmly intend to make material inqirovements in our business procedures and to be 
accouiUable so thai the Administration and Congress can together decide how the Forest Service 
can maximaze public benefits on the national forests. We are reviewing different budget 
structures, including different treatments of overhead costs. 


National Forest timber sales have always served multiple purposes. Timber sales helped build 
homes and railroads for a young growing nadon. and helped pay for forest rangers who were 
taking care of vast remote stretches of forests and rangelands. 


Today, Americans place a higher priority on sustainability and environmental protection. The 
Forest Service’s objective is the protection and restorati o n of the health of die land. You can’t 
measure the value of stewardship strictly in dollars and cents. Resource stewardship costs on 
the national forests are frequently borne by the forest management program. 
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In the early 1980’s the isaue of below-cost timber sales began to emerge as a concern to the 
public because it appeared that revenues generated by individual timber sales on many national 
forests did not cover coats of dieir preparation and administration. Some members of the 
public and some Members of Congress at the lime believed that the timber sale program needed 
to pay for itself. In the c onfe rence committee report that accompanied the fiscal year 1985 
interior approp r iations act, the Forest Service was directed to develop a "teasoriable but complete 
system.. .that should allow for identification of the coats of die timber sale program, by 
component, and allow for a comparison of actual costs and benefits.** The Forest Service woticed 
with the General Accounting Office (OAO) to expand the Forest Service accounting system and 
create the timber sale reparting infimnetian reporting system (TSFIK.S). OAO found, in 1 990, 
that the system Hurf been developed, and wu being implemented, as intended by Congress. This 
system measures the cost for land management and harvest associated with timber sales. It does 
not measiue efficiency, and it does not measure subsidies. 

This year’s TSPIRS report shows that essentially half of the thnber sale program was targeted at 
accomplishing various land stewardship objectives and not at producing wood fiber except as a 
by-product. While peaple have difFerent perspectives end opinions about how the Forest 
Services applies land stewardship on the ground, them is general support for reducing wildfire 
in^iacis, restating old growth chatacleiistica, protecting native species diversity, and managmg 
posts as best we can. We are paying for these treatments from wildlife, wanashed, or vegetation 
managenient funds, but in many cases, this work is getting done by using timber sales. Our 
estperience suggests tbat because of the revenues they generate, timber sales, even some that may 
be below-cost, are oftentimes the "lean net cost" — cost incurred compared to revenues received 
— means of attaining many of our land stewardship goals. 

In FY 1997, 4.0 billion board foet (BBF) of n^ional forest timber was offered, 3.7 BBF was 
sold, md 3J BBF was harvested. 'These offoted, sold, and cut volumes are similar to the 1996 
program. Of the total volume h ar v es ted in FY 1997, 52 percei it was for timber conunodity 
purposes, 40 percent for forest stewardsh^, and 8 poceiit for peisonal uae. In FY 1993, wben 
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TSPIRS first began to recognize the different categories of sales, 71 percent of harvest volume 
was for timber commodity, 23 percent for forest stewardship, and 5 percent for personal use. 
These numbers reflect changing trends in the timber sale program Chat I described earlier. 

A new factor chat has a major effect on the profitability of our timber sale program in FY 
1 997 was a change in accounting p r o c edures applicable to "road prism" costs. These are costs 
that are associated with constructing a road*s undcriying foundation, or "bed." In the past, 
because the Federal Government did not have an accounting standard that addressed how these 
costs should be treated, "generally accepted accounCiog principles" (GAAP) used by the private 
sector were applied. Consistent with these principles, road prism costs were not written-off, but 
were permanently capitalized into land values. Recently, however, the Federal Accounting 
Standards Advisory Board (FASAB), who develops generally accepted accounting principles for 
Federal agencies, put forth a broad array of new accounting standards, one of which pertains to 
die treatment of road prism. This new standard provides that instead of being permanently 
capitalized, tiiese costs should be annually expensed Beginning in FY 1997, TSPIRS financial 
statements recognized road prism costs as an annual timber p iogiam cost. In FY 1 997, these 
costs alone totalled S5] .4 million. 

Overall, our forest management program lost $88.6 million last year. By comparison, the FY 
1 996 loss was $14.7 miUiorL We feel strongly, however, that the true measure of our forest 
management program is not singly the voliune of timber taken from the land, but also the health 
of the forest left behind. This suggests a strict/profit loss statement is not a true reflection of the 
program's value. National Forest timber sales ;novide many benefits beyond the revenues they 
generate. These additional benefits are econmnic, ecological, and social in nature. Illustrative of 
the economic and social benefits are the jobs created, the regional income produced, and more 
stable rural coimmiaities. Illustrative of the ecological benefits are healthier amd more fire- 
resistant forest stands, and ecosystems that are sustainable because they are maintained within 
their historic range of variability. 
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As we piBviously stated, our pro^^nms are quite complex and we know that we have a lot of 
wodc to do to correct business systems »nH to be more accountable to the public for our actiora. 
We continue to adhere to the lecomniendations of die General Accounting Office to improve our 
operations. We appreciate the oversight of Congress through hearings such as this one today to 
allow us the opportunity to shaie what we are doing and to also bear from those who might not 
be pleased with how we conduct business. We will make every effort to cany out our mission of 
caring for the land and serving people. 

After you have heard from the Forest Supervisorfs), we will take your questions. 
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Mr Gehk. Thaiik you, Mr. Chairman, Congressman Hastings, it 
is good to have you both here, and it is my pleasure to share with 
you. 

The focus of this hearing is to discuss issues relative to financiiC 
management, the Knutson-Vandenberg Fund and the Recreatici 
Fee Demonstration Program and below-cost timber cales. I wih 
briefly address these issues as they relate h. the Okanogan Na 
tional Forest. 

I would like to begin with a real brief overview of the Okanogai 
National Forest that is located in north central Washington, ap 
proximately 1.7 million acres, of which about 635,000 acres is in 
wilderness and another 450,000 acres in roadless. The vast major 
ity of the Okanogan is within Okanogan County, which is a very 
rural county, lovingly referred to by some as the outback of Wash- 
ington State. 

Mr. Horn. How many people live in the county? 

Mr. Gehr. There are about 35,000 roughly. 

Mr. Horn. That is about the kind of county I lived in and grew 
up in and still have a place there, 40,000, 60 miles long. 

Mr. Gehr. We have a total of two stop lights, red lights. 

Mr. Horn. I think we have got three. 

Mr. Gehr. British Columbia borders to the north, the Cascade 
crest to the west, our neighbors to the south here in the Wenatchee 
National Forest and the Colville National Forest to the east. 

An interesting array of geographic and climatic conditions across 
the forest, ranging from near desert conditions in the Okanogan 
Valley where we nave a rainfall that approximates 10 inches at 
1,500 feet elevation, to alpine settings west of the Methow Valley 
where snowfall accumulations can exceed 10 feet in the Cascade 
Range at the 6,000-9,000 elevation range. The Okanogan is one of 
the most picturesque of the Nation’s 154 national forests. 

Our forest headquarters is located in Okanogan, we have dis- 
tricts located and headquartered in Twisp and Tonasket, and we 
also house the North Cascade Smokejumper Base over in the Win- 
throp area. 

The recreation program on the national forest, we have visitors 
that encounter a wide variety of recreational opportunities, the 
clear skies that we are blessed with and the abundant sunshine at- 
tracts visitors from the Washington coast, from Canada, neigh- 
boring cities and we have the local residents as well that enjoy our 
beautiful setting. 

In fiscal year 1998, the Okanogan received in recreation funds a 
total of $690,000 and we also received $145,000 in wilderness 
funds. Again, both these figures in fiscal 1998. 

In 1997, portions of the forest were designated and included in 
the pilot program here in the Recreation Fee Demonstration Pro- 
gram that we have been hearing a lot about today. We structured 
that in our forest to include the national forest lands west of the 
Okanogan River which basically included the entire Methow Valley 
ranger district and the west half of our Tonasket ranger district. 

In fiscal 1998, the total revenues on the national forest resulted 
from overnight parking pass as well as the national forest Pacific 
Northwest Region trail park pass. Our projection there is we will 
be having about $180,000 of revenue generated in fiscal 1998. That 
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total is an increase from our first year, last year in 1997, which to- 
taled $93,900 and was strictly at that time an overnight pass, so 
we have expanded a bit. 

The revenue is going to be used for improvements such as rest- 
rooms, parking areas, garbage collection stations, and we are also 
using the funds for maintenance of existing trailheads, improving 
trails and recreation areas in general. I might add that I have got 
five pages here which gives a brief overview of the specifics of our 

E rogram as well as a chronology of where our funds are going to 
e invested on the ^und, so I would like to give you that. 

Mr. Horn. Excellent. Without objection, it wiU be put at this 
point in the record. 

[The information referred to follows:] 
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Recreational Fee Demonstration Program 
Okanogan National Forest 1998 

Hie Forest Soviet (long willi seven] other fedoil igeocies, is paiticipaiiag in 
a {bar yeir RecrestiODil Fee Oemaasmtioii Fiogiim, andiorized by Congress 
inl99£. Thepmposeofthiipnignmistotesttfaeefiecltvenessofcollectiiig 
to mafnhim ftdeni recreation adlilies visitor services 

awtA w iMTHV Itatp ift. 

the Okanogsn Ntfionil Fors^ from April 15 dnoo^ November 15. a iccrearioD fee is bemg ch«y j 
for ovemigbt paddng (10 PM to 6 AM) on NatumslFoest System lan^ west of the Okanogan River. ’ 
lJurrisjndstttforigyut. At tiiil bends, cither an OfaiiicgeiiPao era Trait fort fats can be 
used. Anywhere elMwittmi the pergect area, an OjhsBogoiiFaiT is required. 

FeesforlfaeOfa) iq i (u wj»ossareS2S{bra Seiaon Pasa.Sli)fora3NiglttPta3.orS5foraltBribtPass. 

The season pass is valid for tsra Icicles registend to the same owner, bm may behsed on only one ve- 
Ucleatatime. The O hun i gi i B fees can be pnrefaased from snyOlanogm National Forest office or a 
number of bosmesses in the Okanogan and Melhow Valleys. 

Fees fiir die r/Btffgrtfaa are S2S for a Seaso n Pass and S3 fora IDay Pass. TMI Park Passes cm 
be purchased at Okanagan Natfooal Forest offices. 

Peaons fr2 and over may nurchase an Ohmogaw Past at nice by showing proof of age. Peaons 
with GpOeo Aosaa or Golden Age eatids may purchase umnogna Passes and tVoil Pont Passes at half 

pt^ ' ~ 

Where Do the Fees Go? Under dasRecrealianal Fee Demonstration Program, 80 pgjait of the foes 
collected at each danonstntian pmject win be a^Ahie use on diat piqiect^'lliitt means, 8 0 perce nt m 

qfthe fees oollectBdfiirOha i iegBB Passes sriU remain on the Okanogan. Eigfaqrpctceatof^foescol- 
lected {brfhstf Part Passer urin be disttib ated to die Mount Baltec-Snoqoalmie,01yngic, We n a tchee, 
and Okanogsn Nadooal Forests baaed on a fonnnla diat takes into conaidenlioa die mmbs of trail 
miles and traillieads hr dKpmgtam, the total nnniber of visits, and rncic. FeesoolleclBduadertbepcD- 
gtam may be used only { be r epai r ^i naint ei ia iic^iiaBtpretaiion, signage, hslbilat or focilily enhance- 
meat, resoorce oniaervatioa, ^ law cnfiacement related to viaimr services. 

FifrBamcs centnfdmfrfjwniliniwinIhvHiefateslscr mtniimit.r iheretTeeliBpfee desno nstralionpro- 
gram, and 5 percent win be need widm die Pacific Nb idiw i Lit Region (Oregon end Washingtapl to 

cover regjoml program eosti. 



Ifyon have g ne s tin m or oommenti about the Recteatiooal Fee Denionatiition ft ogt ii ii,pleMe contact 
any Okanogan National Fotert ofGoe. 



fifltoll.WA tt>W 

S0MU-JZ75 

10Ma«7S5(HY) 


IMhew VaUsy Re^ SMiea 


rOBoeSTy 
Wtahnp,WANaC . 
s w wseooo 


SQP^es-wjefmo 


IWcilWtawro 

Tnwi>W,WAWaS5 

M»-<SS-2IW 

S0»-4IS-5144(TnO 
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1998 OKANOGAN PASS VENDORS 


In addition to Okanogan National Tarert OfBet* fai fMf«Bop«ii. Tnnaaket Winthron 
and Twlsp. tbe following vendors also have Okanogan Recreation Passes. 


Okanogan Valiev 


Mefliow Valiev 


Oroville 
Ben Prince’s 

Loomis 

Loomis Grocery 
Tonasket 

Junction Mini-Mart 


Conconully 
Huib’s Maricet 


Mazama 

Jack’s Hut (Freestone Inn) 
Mazama Mountaineering 

Wintfarop 

Pardner’s Mini-Mart 
Wintfarop Mountain Sports 

Twiqs 

H^’sMaritet 
Train Station Mini-Mart 


Omak 

Texaco 

Okanogan 
The Bike Shop 

Brewster 

Texaco 


Other Eastern 
Washington Vendors 

U.S. Forest Service ofiBces in; 
Chelan 
Wenatchee 


Western Washington Vendors 

National Park Service offices in; 
Marblemount 
Newbalem 
Sedro Woolley 



384 


6/19/98 


ACCOMPLISHMENTS FROM R£C FEB DEMO REVENUES - 98 SUmARY 


Based on actual Calandar Year 1997 and projected Calendar Year 1996 revenue 
from the sale of Okanogan and Regional Trail Park Passes, the following 
projects are planned for accosqplishfnent in 1998: 


Project 

Pre-ieet ' 

1. 

Winthrop VIC Expanded Hours ' 

$ 

3,000 

2. 

Volunteer/Host Support 

$ 

5, 000 

3. 

Developed Site Maintenance 

$ 

36,000 

4. 

Trail Maintenance 

$ 

50,000 

5. 

Developed Site Improvements 

$ 

39,000 

6. 

e Mile Mater System 

$ 

5,000 

7 . 

Andrews Creek Trailhead 

$ 

12,000 


TOTAL 

$150,000 
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6/19/98 


ACCCKPLZSBKBNT8 FROH REC FES DB40 RSVENOES - 9S DETAILED 


£C2lfi££ 


Pro-lftet Detail 


1 . Hlnthrop VIC E9q)anded Houra 2 aaqployees an additional 20 days each. 

2. Vol\mteer/Bost Support Volunteers for Hart's Pass, NCSH and North 

Fork SalBoo Creek. 

3. Developed Site Maintenance MV eisployee for 40 days. 

TC^ employee for 55 days. 

JTPA leader and support. 

Lakeland Village agreement support. 

MV rec st^lies. 

MV Toilet punping. 

Conconully trash Pickup. 

Water system hanc^unp parts. 

Homepage software update. 


4. Trail Maintenance TON eaployee for 70 days. 

Additional brushing and tread vrork on 20 
miles of trail (Windy Ck, Clutch Ck, Clark 
Ridge) . 

Spring log out, drainage and tread on 
approximately 120 miles of trail (Chewuch 
River, Tungsten, Boundary- Timgsten to 
Chewuch, Peepsight, Ram Ck, Fire Ck, Upper 
and Lowir Eagle X^aJees, Martin Lk, Lookout 
Htn, Foggy Dew, Lightning Ck, Blue Buck, 
Beaver Uc, Bear Mt, Reynolds Ck, Copper Pass, 
Slate Lk. Navarre Way) . 

Rock Ck avalanche repair. 

South Ck and Copper Pass brushing. 

Fall drainage and tread on approximately 150 
miles of main trail. 

Brushing on 11 miles of Castle Pass atnd 
Devils Ridge Trails. 


5. Developed Site Inqprovements If get lAC grant, will match with $20,000 of 

Rec Fee re^wnue to replace existing toilets 
with concrete toilets at Rainy Pass, Harts 
Pass, Gilbert and CEewuch Trailheads. 

Install 4 new accessible tables and grills at 
Salmon Meadows CG. 

MV specifics on table, grill and barrier 
replacement not yet determined. 
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Project 

€. B Mile Water System 

7. Andrew* Creek Treilheed 



Recondition to potable %fater standards to 
serve as water source for Chewuch and 6 Mile 
drainages . 


Install new concrete toilet. 
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Mr. Horn. That includes where you plan to utilize the $180,000 
for this fiscal year and the $93,000 for the previous fiscal year? 

Mr. Gehr. Yes, sir, that will be included. There is also a listing 
of what the costs are and where people can pick up passes. So it 
is pretty much a concise packet here. 

Mr. Horn. On this point, just to clarify the record, when you 
have these passes paid for, for your forest, is that true of all forests 
or just some of them? 

Mr. Gehr. OK, there is some of both, and let me just quickly 
share that with you. 

Mr. Horn. Well, I was just curious on that basic mechanic. How 
many forests roughly, Mr. Stewart, do you have the parking fees 
or whatever in? The $180,000 was primarily parking fees, and 
there was a recreationaJ trail parking fee I believe also that made 
up that figure. 

Mr. Stewart. I would have to get you a specific breakdown. The 
idea was to test a number of different opportunities. That is why 
you see so much difference. When we were in southern California, 
we found that all of those southern California forests were in one 
e^eriment. I believe the region here was one experiment and they 
offered optionally to have several forests in the region try it. 

Mr. Horn. Are we talking about a couple of dozen out of what, 
5,000 — I mean, 500 or so? 

Mr. Stewart. There are 155 administrative units in the national 
forest system and only 100 demonstration projects. They all look at 
different kinds of fee structures, but I would be glad to get a break- 
down of what is in there. 

Mr. Horn. Let me just ask, would the parking permit that you 
give, is that a time period? What is the longest, 1 year? 

Mr. Gehr. Let me clarify a bit. Last year, we had strictly an 
overnight parking situation. This year we have that in addition to 
a regioned trail pass, a trail park pass. 

Mr. Horn. I just wondered, when you pay for a pass for yours, 
does that apply to all national forests? 

Mr. Gehr. In the trail park pass, yes, it does, it is reciprocal as 
far as that is concerned. 

Mr. Horn. I see. 

Mr. Gehr. In other words, a person who has a trail park pass, 
if they received it in the Wenatchee and would come up emd be uti- 
lizing that in the Okemogan, we would honor that. 

Mr. Horn. And is that the same cost in any of these jurisdictions 
where it is being tried out, is there a flat fee? 

Mr. Gehr. The fee that we have there is for our overnight sea- 
sonal pass, is $25, it is $10 for a 3-night pass or $5 for a 1-night 
pass. The trail park pass is $25 for a season pass and $3 for a 1- 
day pass. And I think that $25 and $3 is consistent with trail parks 
across the region. 

Mr. Horn. Is a season equal to a year? 

Mr. Gehr. It is. In our case, we are talking about the fee season 
being from April 15th through November 15th for the Okanogan 
National Forest. 

Mr. Horn. OK. Go eihead. 

Mr. Gehr. We have made a strong effort to design and select 
projects that are visible and certainly that benefit the public and 
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yes, there are concerns, I believe that where the public sees the di- 
rect services and the results of the Recreation Fee Demonstration 
Program, there is a general support. We do continue to offer a pro- 
gram that does allow individu^s to carry forth volunteer work and 
thereby esuTiing a recreation fee pass. So for people that do that, 
and we have quite a number that have, they do it through volun- 
teer work and earn a pass. 

The dolleu's collected from the Recreation Fee Demonstration Pro- 
gram are used in conjunction with appropriated dollars to help the 
forest accomplish needed work in addition to the funding — the reg- 
ularly funded program. And we have — ^you heard this earlier and 
I would like to strongly reiterate it. We have heard very clearly 
from those who have said they resisted from the very start as well 
as those who might not be quite clear on what it is, there is very 
uniform agreement I think that if this is a situation, including 
those that presently suggest they support it, where the revenues 
generated are then offset with a decrease in the appropriation dol- 
lars, there would not be support at all. That has been veiy clear 
and very consistent from across the board from those that we have 
heard from. 

In financial management, I would acknowledge it has been clear- 
ly articulated and we have experienced the challenges with imple- 
mentation of the FFIS that we have heard much about already 
today. I am pleased to be participating in the effort to help get that 
all squared up. During the past year, we have been doing consider- 
able efforts on the forest in implementing the national financial 
management action plan. We have also identified and corrected 
known deficiencies that we have got there and in accounting data. 
We have been actively participating in FFIS in the training efforts 
and we are working toward completion of asset inventories and the 
valuation. We are very much committed on the forest in the effort 
of improving the reliability of financial data. 

The cooperative work associated with the Knutson-Vandenberg 
Fund, the stumpage receipts on the Okanogan National Forest 
have declined significantly over the last half decade and they are 
going to be continuing in that vein, there is no question in our 
minds, as we size up the reality of the situation. This reduction is 
a reflection — and I do not want to be overly simplistic on this but 
it reflects reduced harvest levels, stumpage values that have been 
reduced is another contributor there, and we also have increase in 
sale planning and preparation costs that have been very evident to 
us. 

During the past 2 years, we have performed very thorough re- 
views throughout our sale program and our trust fund cash bal- 
ances including K-V in an effort to improve the overall manage- 
ment and deal with the realities that are before us in presenting 
a very different situation than was the case as recently as just a 
few years ago. 

I might mention as far as the K-V funds and how they are uti- 
lized, a quick listing here. We invest there to assure reforestation 
both natural regeneration as well as some planting. It results in 
improved growth and health of young timber stands by virtue of 
timber stand improvement projects, improvements for wildlife habi- 
tat, conducting watershed work across the landscape, and pro- 
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tecting and improving the future productivity of the renevi^able re- 
sources that are out there. 

On the below-cost timber sale front, last year, the Okanogan Na- 
tional Forest had a harvest of 12.3 million boeird feet from across 
about 2,650 acres. This timber was harvested not solely from sales 
lhat were sold just in fiscal 1997, but that represented harvest 
from previous — sales in other years that were still under contract. 
That harvest of 12.3 million feet does represent a decrease from the 
total of the previous year which was 23.5 million feet that was har- 
vested in fiscal 1996. So there was a significant reduction of about 
12 million feet there in comparing the two fiscal years. 

Currently, many of our sales are below cost due to a variety of 
reasons. I touched on a couple earlier, including costs of planning 
and designing sales to meet changing public values. We also are in- 
volved — ^the forest I should have mentioned earlier is partially 
within the Northwest forest plan, that is within the range of the 
northern spotted owl. We are on east side, so to speak, so we have 
associated costs there with the best of both worlds, if you will, and 
dealing with the Endangered Species Act and a myriad of Federal 
laws that you heard about earlier. 

I would also respectfully remind the committee of a major trans- 
formational shift vnthin our agencw which has been manifesting 
itself, particularly over the past half decade. Some might call it a 
colosssd metamorphosis in fact, and it really includes a shift from 
a timber base to an ecosystem health base, from an agency base 
to what I would call a watershed base, and another example would 
be to a situation of caring for the land to encompassing that to car- 
ing for the land, people, and communities. I would also be very up- 
front in sa^ng that this maturation process associated with the 
transformation continues, both within tne agency and externally. 

The value of the timber sale goes well beyond simply just com- 
paring the stumpage receipts and posting that up against the ex- 

F enses that were invested there. Triere is an awful lot more to it, 
think again part of that has been discussed today. There is lots 
of potential there through vegetative manipulation to change some 
landscape character out there and diversify in those cases where it 
is appropriate acreage of treatment to improve the growth in forest 
health, receipts are generated that result in payments to the local 
governments generating jobs and consumer income to the commu- 
nities that surround the forest in reducing the risk for wildfire and 
the costs associated with suppressing wildfires. 

There has been some discussion earlier in terms of the com- 
modity production being a thing of the past and a byproduct there 
of the timber sale, if you will, as far as the widgets that come off 
a piece of land there relative to logs going to market, for example. 
I think it is safe to say that a primary focus, as we compare today 
with a decade ago, for example, on what might have been looked 
upon as a commodity production, perhaps a decade ago, not saying 
that is a complete thing of the past, but it is from the respect of 
looking at it as a commodity, period. Because looking at an eco- 
system approach to landscape management is what is being em- 
phasized today. With that, there would be a general — again, I do 
not want to over-simplify, but if you look back about a decade ago, 
it would be generally safe to say that you would be looking at a 
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timber sale area, for exeimple, that might be severeil hundred acres 
and a pretty fair proportion of that might be associated with har- 
vesting some relatively large diameter saw timber trees. A fair 
share of that probably would also have been associated with what 
we call regeneration harvests; whereas today, at this point, given 
the vast acreages that were spoken to earlier of overstocked stands 
out there and needing treatment, we are doing considerably more 
thinning over more extensive acreages. This is associated with 
dealing with much smaller diameter products that are coming off 
that landscape, and in that respect, it might be looked upon in get- 
ting to that desired future condition and reducing that fire hazard 
example, as some people might suggest that that is timber now act- 
ing as a byproduct oi that. In that respect it might be considered 
a byproduct, but I wanted to just take a moment and kind of ac- 
knowledge that situation today as compared to a decade ago. 

So the timber program, in wrapping up on that, is really one of 
the many tools used to accomplish ecosystem management across 
our forested landscape. 

In closing, I ve^ much appreciate the opportunity to address the 
committee. I realize this overview has been brief and rather rapid- 
fire and I would be very happy to answer any questions you might 
have on the complex issues related to resource programs in the 
Okanogan National Forest. Thank you. 

Mr. Horn. Well, thank you, that was a very fine presentation. 

Mr. O’Neal. 

[The prepared statement of Mr. Gehr follows:] 
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Committee on Govemment Reform and Oversiekt 
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coacemlng 


KirrmiafTTr 


Wenatchee, Washington 
Jnly9,1998 


Mr. Chainnan and Members of the Subconunittee: 

It is my pleasure to welcome you to the Pacific Northwest The focus of this hearing is to 
discuss issues related to financial management, the Knutaon-Vandenberg (K-V) Fund, recreation 
and the recreational feo demonstration program, and below cost timber sales. I will briefly 
address these issues as they relate to the Okanogan Natiorud Forest 

Overview 

The Okanogan Nahonal Forest, located in north central Washington, encompasses over 
1 .7 million acres, the vast majority in O kanog an County, a very rural county (referred to by some 
as Washington's "outback'^, .^ipiciximately 635,000 acrea are in Wilderness (Pssaylen and 
Lake Chelan/Sawtoodi), with another 454,000 acres classified as 'roadlesB.'' BriUsb Columbia 
borders to the tuKih, the Cascade crest to the west, the Wenatchee National Forest to the south, 
and the Colville Natiorud Forest to the east 

There ate an ii i te t es t ing variety of geographic and climatic conditioDS ranging fimn near desert 
in the Okanogan Valley, with ten inches of precipitation at a l,S00-foot elevation, to alpine 
settings west of the Methow Valley, featuring snowfall accumulations exceeding ten feet at 
6,000-9,000 foot elevations in the Cascades. The Okanogan isnne of the most picturesque of our 
nation’s 154 Nabonal Forests. 


Forest headquarters are located in Okanogan, widi Sanger Districts headquartered in Twisp and 
TonaskeL The North Cascade Smokejuitiper Base is housed in Winthrop. 



Visitors to the Okanogan National Forest encounter a wide variety of tccteational opportunities. 
The summer and winter activities include hiking, camping, mountain bike riding, off-road 
vehicle use, hmeback tiding, huntiiig, si^-seeing, fishing, snowmobiling. tnd cross country 
and downhill skiing. Clear skies and abundant sunshine attract visitors from the Washington 
Coast, Canada, nei^ibating cities, and local lesidenls. 


1 
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Id &cal year 1 998, the Okanogan National Foiest received 1690,000 in recreation flinds and 
S 145,000 in wildemeas funds. 

Portions of the Forest, including the entire Methow Valley Ranger District and the west half of 
the To lasket Ranger District, were designated as a pilot project under the Recreational Fee 
Demonstration Progtatn in 1997. This area is all on National Forest System lands west of the 
Okanogan River. The pilot project established fees for the Okanogan National Forest overnight 
parking pass and the National Forest Pacific Northwest Region trail park pass. 

Total revenues &om the sale of these passes will be about S 1 80,000 in fiscal year 1 998. This 
amounts represents an increase fiom the total pr o gr a m collections of S93.900 in fiscal year 1997. 
This revenue will be used for improvements such as restrooms, parking areas, and garlrage 
collection stahons. The funds will also be used for maintenance of existing trailheads, trails, and 
recreation areas. 

The Okanogan National Forest has made a strong effort to design and select projects that are 
visible and that benefit the public. Although the public has raised concerns about paying the fees, 
people are supportive where they see direct benefits from the program at the sites where fees arc 
collected. 

The dollars collected Grom the Recreational Fee Demonstration Program ate used in conjunction 
with appropriated iiinds to help the Forest accomplish needed work. We clearly heard from the 
public that its support of this Program will decline if appropriated funds are of^t by the money 
collected through the Recreational Fee Demonstration Program. 

Financial Management 

Although we hsnre experienced many challenges with the implementation of the Foundation 
Financial Information System (FFIS), we are proud to be participating in this effon to improve 
our financial management process snd accountability. 

During the past year, wc have been doing our part to implement the National Firuuicial 
Management Action Flan. Specifically, we have identified and corrected known deficiencies in 
our accounting data, actively participated in the FFTS t raining efforts, and worked toward the 
completion of our asset inventories and their valuation. 

I am committed to our efibit of improving the reliability of our financial data. 

Ceoperatfve Work Knu tson - Vaudeaburg Fund 

Stumpage receipts on the Okanogan Nadaaal Forest have declined over the last S years. The 
expectation is that K-V funds will decrease by ^rproximately 6% between now and FY 2001 . 
This reduction is a reflection of reduced harvest levels and stumpage values coupled with an 
increase in sale planning and prepaiotioD costs. 

During the past two years we have petfbnned very diotoiigh reviews of our timber sale p ro gr a m 
and trust fund cash balances, including K-V, m an effort to hupiove our overall management of 
timber sale receipts. 
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The Okanogan National Forest has been using K-V funds for 

- Investing in planting and tn«niiping natural regeneratioa to assure reforestation: 

- Iinproving growth and health of young timber stands; 

- bi^noving wildlife habitat; 

- Conducting watershed projects; and 

- Protecting and improving the future productivity of the renewable resources. 

Below Cost Timber Sales 

The Olcanogan National Forest harvested 12.3 millio n board feet of tiinber from 2,627 acres last 
year. This timber was harvested from sales sold in FY 1997 and previous years. The harvest of 
12.3 milli on board fret is a decrease from the 23.3 milli on board feet harvested in FY 1996. 

Currently, many of our sales are below cost This is due, in part, to the cost of platming and 
designing sales to reflect Hut latest scientific information, public values, and implementing the 
Northwest Forest Plan, the Endangered Species Act, and other Federal laws. 

The cost of sales is not a good measure of their value. The value of the sales goes beyond just 
the stumpage received by virtue of these projects to include: 

- Generating acres for reforestation; 

- Generating acrea of treatment to improve growtii and forest health; 

- Generating reoeqits that result in payments to local governments; 

- Generatingjobs and consnmer income to the coimnonities sunounding the Forest; and 

- Reducing the risk of wildfire and the cost of suppressing wildfires. 

We are now empbasiziiig an ecosystem approach to managemenL There has been a shift from 
harvesting large trees (frequently associated witii regeneration harvests) to removing primarily 
smaller trees (thinning to reduce stand density of a silvicultural treatment) uaing dif fe ren t 
harvest methods, ndueb results in timber being a by-product rather than being tbc primaiy 
objective. The timber program is only one of the many tools used to accomplish ecosystem 
management across the forest landscape. 

fUnriep 

I appreciate the opportunity to address this Committee. I would be happy to answer any 
questions that you may have on these complex topics related to resource programs in the 
Okanogan National Forest Thank you. 


3 



394 


Mr. O’Neal. Thank you, Mr. Chairman. I am very pleased to be 
here, especially glad to see our Congressman, Doc Hastings, here 
and the interest that he has in these topics. 

What we are all about is trying to take care of these national for- 
ests in a way that they will be there for future generations. 

I have provided all this information, so it is available in the 
record, so I will summarize, if 1 am permitted to do that, as the 
other folks have been permitted to do. 

Mr. Horn. Please go ahead. 

Mr. O’Neal. The Wenatchee National Forest is a very large one. 
It is one of the largest National Forests in the country, it is 2.3 mil- 
lion acres in size, it is all on the east side of the crest of the Cas- 
cades, and Mr. Chairman, you were in the national forest for a 
large part of your trip over here today and I hope you did enjoy 
it because it is an area that provides a lot of resources and a lot 
of veilues for the people in central Washington as well as the people 
throughout the State and across the country. 'These are national re- 
sources that are treasures for the people of the United States. 

The forest is about 150 miles long and about 35 miles wide. It 
borders the Okanogan National Forest on the north and the North 
CEiscades National Park, and then on the south it borders the 
Yakima Indian Reservation and Mt. Rainier National Park. It is an 
area that people have a lot of interest in and there are a lot of re- 
sources in the way of water, air, the scenic beauty, the forest and 
the timber, the trees that are there many people are in competition 
for as we hear it day in and day out. 

I think the main goal is to make sure that we are able to manage 
these in perpetuity for the people of the United States and that is 
our goal as Forest Service managers. 

I would like to get into the topic of recreation fees, to begin with. 
The Wenatchee Forest has about 6 million visits to it on an annual 
basis. 'That is increasing every year. We are faced with new chal- 
lenges on a dmly basis about how to continue to be able to provide 
the opportunities that people now enjoy out on the national forest 
and at the same time trying to accommodate these new visitors. 
Budgets have been rather flat in that area, so it is important to 
us to be able to have an additional source to be able to continue — 
of revenue — to continue to be able to manage these forests and pro- 
vide these opportunities for people. 

'The entire Wenatchee National Forest is under the Recreation 
Fee Demonstration Program. With that, each of our six ranger dis- 
tricts have involvement in the trail park program, which is a re- 
gion-wide program. The primary purpose of that is to produce the 
revenue to be able to maintain the trails. I have a lot of trails that 
are currently closed because of downfall of timber, materials that 
are over the trails. Quite frankly, with the existing budgets that we 
get, we cannot provide those opportunities for people. We are into 
that program very heavy, we have 160 trailheads into that pro- 
gram. 'That gives people access to 2,200 miles of trail just on the 
Wenatchee National Forest. The fees for that Eire $3 a day or an 
EinnuEd fee of $25 a year. We eQso have a feature that people can, 
if they Eire concerned about paying the fee Euid if they are willing 
to come out and help work, help maintEiin these trEiils, we will give 
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them credit for that and offset the fees. So that has been an impor- 
tant selling point that we have had as we implement that. 

Mr. Horn. How many hours do you put in to equal the $3? 

Mr. O’Neal. I think it requires you to have about 3 days of work 
in order to get the annual permit. Our requirements are — ^you 
know, we require them to actually produce with that work rather 
than just having an opportunity to go out and hike on the forest. 

Mr. Horn. I can see the Department of Labor’s Wage £ind Hour 
Administration headed in your direction. [Laughter.] 

Mr. O’Neal. Also, all of our six ranger districts have additioned 
fee demonstration projects that range from a drainag:e that might 
have been popular for dispersed area camping, overnight camping 
and we were having trouble in there keeping the litter cleaned up 
and maybe even problems with managing the situation and hard- 
ening the site so people could continue to use that area. They also 
have a number of other fee projects. 

Generally, the way we began this program, we made a lot of up 
front effort in asking the public, visiting them out on the forest, to 
see whether or not — ^try to explain to them that we need to figure 
out a way to increase the revenue to provide the services that they 
were demanding. Through that up front, we found that when we 
contacted people right out on the sites that they were using, that 
once they understood the need for additional revenue and the fact 
that the funds were going to come back to the individual areas, 
they were then acceptable to that, and we had about 80 percent of 
the people we contacted out on site that said, “hey, we do not like 
the fees, but we can understand why and we think it would be 
OK.” 

However, when we contacted local people that might be residents 
adjacent to the forest or they might be in small communities adja- 
cent to the forest, that percentage was much less. The local folks 
where these areas were in their backyards, they were more con- 
cerned about aind more resistant to paying fees. But anyway, that 
helped us launch off onto this fee program and I believe it has been 
very successful. 

Normally our budget on the Wenatchee National Forest for all of 
recreation is about $2.2 million. We are expecting, when we add 
the trail park fee revenues that we will get and the other dem- 
onstration areas that we have, we will probably be in the neighbor- 
hood of $400,000 for 1998. That will go a long way to help continue 
to provide the opportunities for these people to enjoy the national 
forest, the people that own the forest. 

I would like to now move into the financial health. You know, in 
my younger days in the Forest Service, I was always concerned 
about financial health, but it is different than what the situation 
is today. My main concern in those days, I wanted to always make 
sure that I did not overspend my budget and that I did not out- 
spend my collections on the trust funds that we have in the Forest 
Service. That was my two main goals and I thought if I came 
through that OK, eve^hing would be OK, because in fact it is ille- 
gal to overspend budgets in the Federal system. But in 1996, we 
started getting information about the Forest Service financial 
statement was not up to par with what was expected of a Federal 
agency nationally. So at that time, we began getting direction from 
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our superiors that we needed to really step up the pace in financial 
management and be doing a better job. Most of the areas that 
there was concern about is that we needed to do a better job in ac- 
counting for the property that we had, knowing how much it was 
worth, and working that into the financial management system, 
and those kinds of things. 

So we have gone a long way toward that. In 1997 was the first 
time, to my knowledge, that I had a performance element that was 
specially designated for financial health. I actually got it in the 
middle of the year, after I had already started my management for 
that year. I can remember my mid-year performance, there was 
about six elements relative to financial hemth in addition to those 
two that I always thought I was doing a good job in, that we had 
to start dealing with. My forest was way behind in that area and 
I can remember the regional forester presenting me with this little 
diagram of an hourglass showing most of the sand already gone out 
of the top and it said at the bottom, time is running out. That con- 
vinced me that we really do have a serious problem in financial 
management. 

We also now have an action plan in our region for this financial 
management, finemcial health. We also have the desk guide that 
both the GAO and the inspector general referred to this morning. 
After I saw one of the statements that the inspector general was 
going to say, I went in and I picked up the desk guide. Our fiscal 
manager on the forest is on leave right now, on vacation, and so 
when I went into the office, I just said I need the desk guide, the 
financial health desk guide. So folks looked a little bit puzzled for 
a minute and then I said, “well, it is probably on the fiscal man- 
ager’s desk.” Sure enough, it was right there, and here it is. 

Mr. Horn. Does that guide have a description at each place in 
the financial organization, what that person is expected to do? 

Mr. O’Neal. Yes, I believe it does. 

Mr. Horn. So that if somebody is hit by a truck by accident, you 
can move somebody in there, they can read what they are expected 
to do? 

Mr. O’Neal. Yes, they can. 

Mr. Horn. I am all for that. I started that 30 years ago and it 
frustrated me when one business manager I had did not do it. 

Mr. O’Neal. There is also the Region 6 Pacific Northwest Action 
Plan, a copy of that, that I noticed the fiscal officer had in here as 
well. And it details and assigns various positions to various parts 
of this financial management. 

Mr. Horn. I will tell you one thing I learned dealing with State 
auditors, I always got some great advice from them after the audit 
was done. One of them insisted on people taking a vacation. A vice 
chancellor in another university system in northern California was 
caught, he had an 800-acre ranch and one day he went on a vaca- 
tion for 3 weeks. The person that sat there got one of the envelopes 
coming in to ask the university to pay and it was for 800 bales of 
hay and the university had thousands of acres. Lo and behold, that 
was not going to the university acres, it was going to the vice 
chancellor’s acres, and they got him. So I always have insisted on 
vacations, as a result. [Laughter.] 

Mr. O’Neal. I want to move on now to the K-V — [laughter.] 
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The issue, as I understand it relative to K-V, is overhead assess- 
ments. I know in the Forest Service we really have been struggling 
with our overhead assessments in all of our areas. As the kind of 
business that we do changes, that then changes the overhead as- 
sessments and so it is something that we really do need to stay on 
top of. On the Wenatchee National Forest, as far as the K-V as- 
sessments, we assess this in a general way on an annual basis, but 
if over a 3-ye£u* period we determine that we need to make a 
change relative to our collections that is part of the timber sale ap- 
praisal process, then we trigger what that change would be. I just 
went back over and looked at our records and our assessments 
against K-V has been running around 24 to 25 percent for the last 
3 years, and so we are not expecting that will change into the fu- 
ture. However, we are having to do a lot of things to manage that. 
In K-V collections, our total on the forest and what we expect to 
be using on an annual basis, there is a major shift in that and we 
are expecting that to change by about 50 percent. So, as a result 
of that, we are having to change staffing to account for that, to 
keep this overhead assessment at a reasonable level. 

The next item I wanted to cover was the timber sale, below-cost 
timber sales. Back in 1987, when I first was appointed to be the 
forest supervisor here on the Wenatchee National Forest, at that 
time and for a period of 3 to 4 years after that, all of our sales, 
without exception, were above cost, we did not have below-cost 
sales. After that, as we started shifting our management to start 
meeting goals that was beyond just selling timber for timber’s sake, 
then that started to shift. 

But even in this last TSPIRS report for the Wenatchee, we still 
had a few sales that were over on that commercial category that 
were still above cost, but we had a whole lot more that is in the 
below-cost category. That is primarily because over the last few 
years, we have, because of the fires that we had in 1994, we have 
been trying to do what we can to get as much wood out of that 
area, because in the future it would be available for additional for- 
est fires. 

What happens with this standing wood out on the national for- 
ests after a big fire is that after about 15 or 20 years, it falls down 
on the forest floor. Well, also during that period of time, you have 
got the new forest that is growing up. And when you combine that 
old fuel from the previous fire with those new little trees, you have 
got a potential for a fire that is a lot more significant than the one 
we had in 1994. So we are concerned about getting as much wood 
out of there as possible. A lot of those were below-cost sales, but 
with the objective of reducing the fuels. 

Also, after looking at the situation and the condition of our for- 
est, the Wenatchee National Forest, we have developed what we 
refer to as a dry forest strategy where we are focusing all of our 
efforts in removing wood and doing prescribed fire to reduce the 
significant fire hazard that we have here in central Washington on 
to these forests that are in the dry forest. From a revenue produc- 
tion standpoint, it goes way down, because we are trying to meet 
these ecosystem restoration goals as part of that. 

Also, I would like, if it would be permissible, to give you a video 
that explains this dry forest strategy and this general fuel condi- 
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tion. You heard a lot about that from a lot of the people that were 
on the previous panel. This will give the subcommittee an excellent 
overview of the situation in the forest and this big change that we 
are in transition on where we are going from a situation where we 
were producing timber to produce revenue, now we have this high- 
er objective of taking care of the forest long-term for the people of 
the United States. 

Mr. Horn. That is fine, we will be glad to receive it by the staff 
and when I get to Washington, loan it to me and I will look at it. 
I do not know, maybe you already have one. 

Mr. Hastings. We have one, I think we do. 

Mr. Horn. But on that issue, do you have a transcript of what 
the wordage is on that video somewhere? 

Mr. O’Neal. Yes, we do. 

Mr. Horn. OK, I would like to put it in the record at this point. 

Mr. O’Neal. We also have a document that we usually have our 
folks take with that when they show it to various groups that has 
some talking points that would be useful to you. 

Mr. Horn. Good, we will put them both into the record. 

Mr. O’Neal. I will make sure you get that. 

Mr. Horn. We will put them in the record at this point without 
objection. 

[The information referred to follows:] 
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Script for the Wenatchee Nationtd Forest video: 
Our Dry Forests - A Century of Change 

(developed and produced by tbe Wenatchee National Poreat) 


The national forests are public treasures owned by all Amerclans. One of the crown 
Jewels Is the 2.2 million-acre Wenatchee National Forest. The forest is located along 
the eastern slope of the Washington Cascades, between scenic Lake Chelan in the 
north and the rugged Goat Rocks Wilderness to the south. 

These dajrs, society is looking for ideas on how best to manage the national forests for 
future generations. 

Many questions are being asked today about forest management: How have the 
forests of eastern Washington and Oregon changed over the last century? What 
goods and services can our forests provide for the future? Can ecosystems with a 
variety of plant and animal species be maintained in a healthy condition? How does 
fire play a role In this equation? Are recent catastrophic fires what we can expect for 
the future? 

When looking for answers, It helps to first consider the history of our forests and the 
effects humans have had on them. 

For thousands of years, before the 1850’s and the arrival of settlers in Central 
Washington, disturbance by fire was the dominant force which shaped our dry forest 
ecosystems. 

The first explorers and settlers often wrote about the natural and human-lgnlted fires 
they witnessed and the resultant smoke hanging over the mountains throughout the 
summer months. 

In their diaries, many who came to Eastern Oregon described the mountains and the 
blue haze they saw. Smoke from distant fires burned summer-long and produced the 
’blue” in what would later be called the Blue Mountains. The history of Eastern 
Washington forests Is much the same. 

Many of the fires were naturally started by lightning, but others were purposely lit by 
American Indians to Improve hunting, to remove cover that might hide enemies, and 
to enhance growing conditions for berries. These were usually light surface bums 
that kept the forest floor open and allowed for easy travel. 


-I- 
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Script for the Wenatchee NatUmal Forest video: 
Oar Dry Foresta - A Centmy of Chaoge 


These surveyors wrote In the 1855 railroad surveys In the Stevens Report 
that.... "There Is so little underbrush In these forests that a wagon may be drawn 
through them without difficulty, forming a striking contrast to the dense thickets of 
the western slopes. The level terraces are covered everywhere with good grass and 
shaded by fine symmetrical trees of great size through whose open foliage the sun's 
rays penetrate with agreeable mildness, giving to these forests the appearance of an 
immense ornamental park." 

Early accounts describe large-size pine trees, the forest's open structure, an absence 
of underbrush and small trees, and a lush cover of grass. 

But how can plants and trees live and thrive In an environment frequented by ground 
fires? 

The fine, sjrmmetrlcal trees referred to In the Steven's report were ponderosa pines. 
Under natural conditions, this was the mo.st common tree in eastslde forests at mld- 
and lower elevations. 

Ponderosa pines are uniquely adapted to thrive in an ecosystem with frequent low- 
intensity fires. Older trees have few limbs at ground level, so It is difficult for surface 
fires to climb Into the tree tops, and thelnthlck. corky bark provides insulation from 
the heat of flames. 

While adapted to fire, ponderosa pines will bum If enough needles and dead 
branches accumulate at the base of a tree or If they grow within dense stands of 
younger trees. However, If fires bum through a ponderosa forest frequently enough, 
fires remain at low intensities and most larger trees survive. 

Ground fires killed many of the young ponderosa pine, and most of the Douglas-flr or 
grand fir seedlings that had sprouted in the grove. This was to the benefit of the 
large trees, because the young trees competed for the scarce water and minerals 
available and provided a way for fire to climb up Into the branches of the older trees. 
Water can be especially scarce In our dry forests with only 10 to 40 Inches of rainfall 
in a year. 

Even grasses and shmbs found In the understoiy are adapted to withstand low 
Intensity fires. Pinegrass, buckbrush, snowbeny, willow and many other plants 
resprout from underground roots after the fire bums their above-ground parts. 

In fact, some wUdflowers, like lupine, need disturbance such as fire to promote 
germination of their seeds. 
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Script for the Wenatchee National Forest video: 
Onr Diy Forests - A Century of Change 


In the ground, many burled seeds and roots survive the fire. The next spring, young 
shrubs, grasses, and flowering plants will emerge from the ashes. 

Even wildlife have specltd adaptations that allow them to survive fires. For example, 
some can fly or run from fires, while others seek underground refuge In burrows. 

Many plants tmd animals have specifically adapted to an environment frequented by 
low-intensity ground fire. 

How do scientists know that frequent low-intensity ground fires burned across our 
low elevation eastern Cascade landscape? 

The tinswers are found in tree ring and Are scar research. 

Scars from periodic fires burning armmd the base of the ponderosa pines record a 
fire history Just waiting to be read. 

Each year a tree adds new growth which can cover old scars. Fire ecologists can 
remove and study tree wedges from the base of trees to read the record of repeated 
fires over hundreds of years. 

By studying hundreds of fire-scarred tree wedges dating back to the 1600's, fire 
ecologists on the Wenatchee National Forest have found that fires firequented our 
eastslde low elevation forests every five to 15 years. 

The tree wedges collected on the Wenatchee National Forest show that on average the 
first fire scar occurred when the tree was only three and a half Inches tn diameter. 
This tells scientists the fires must have been very low intensity because they did not 
kill these small trees. 

Such clues hum the past have helped us determine that fire has been a crucial force 
In the ecology of the eastslde ecosystem of the Cascade Mountains. 

But much has changed In our forests since 1850 when the first settlers were 
traveling west. Now, when we hike through our woods we must step over many dead 
trees, and travel Is difficult through tight, dense forests. 

It would be vety difficult to bring a horse and buggy through today's woods. 

So \diy do we have thick stands of pine and fir trees growing where 150 year ago we 
had open stands of ponderosa pine? 


- 3 - 
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Script for the Wenatchee National Forest vUeo; 
Our Dij Forests - A Century of Chsnje 


The complex answer is related to politics, social values, and the changing science of 
forest management. 

In North America, frequent fires shaped the landscape over thousands of years. As 
settlement advanced across the continent, communities in fire-prone areas were 
vulnerable. Hundreds of people died 

when fires burned through wooden towns with minimal fire protection. 

It was natuTcd to view fire as the enemy, and a century of vigorous fire suppression 
begcui. 

As waves of settlers flowed into Central Washington, the fire disturbance pattern in 
low and mid-elevation dry eastslde forests changed. Frequent low-intensity fire 
quickly became a memory of the past. 

At the same time, as more and more people settled in the west, wood became viewed 
as a valuable commodity for homes, buildings, fences 

and transportation. 

Congress created a system of National reserves designed to conserve what remained 
of American forests. In 1905, President Theodore Roosevelt greatly expanded these 
reserves and championed their 

establishment as the National Forest System, under the management of the U.S. 
Forest Service. 

The application of scientific forestry practices metuit the end of the frontier and an 
end to indiscriminate burning. A continuous supply of forest products was 

needed.. .the expanding population had to be protected and fire had to be 

controlled. 

Forester Gifford Pinchot was put in charge of our National Forests. In 1910, Plnchot 
wrote, ''....in the early days of forest fires, they were considered simply and solely as 
acts of God, against which any opposition wm hopeless 

but today, we understand that forest fires are wholly within the control of man." 

This gave birth to lookout patrols 


and fire crews. 
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Script for the Wenatchee National Forest video: 
Out Diy Forests - A Century of Change 


At the same time, Washington State had become first nationwide in lumber 
production, and maintained that position from 1905 to 1935. At leaist half of the 
wage earners tn the state were dependent on the timber Industry for their livelihood, 
a tradition which would continue for years. 

Locally, the large ponderosa pine were especially popular with loggers because of the 
size of the trees and their easy accessibility. 

The large pines were favored by the orchardlsts of Centra] Washington for making 
apple boxes. It was estimated In 1931 that more than 100 million board feet of 
lumber was required armually Just to supply the fruit industry with needed boxes. In 
many places, virtually all large pines were taken from private and public lands. 

By the end of World War II In 1945, national forest timber harvest really began to 
accelerate to help meet the lumber demands of a booming housing industry and a 
rapidly expanding economy. 

Meanwhile, unregulated grazing in the early 1900’s removed ground vegetation 
which altered forests in two ways. Young trees were more easily established in the 
bcU'e soil, and fires could not spread as easily without continuous shrubs and 
grasses to fuel them. 

The suppression of fire, timber practices, and grazing changed the make-up of the 
forest. The largest ponderosa pines that were most accessible In the lower elevations 
were selectively cut for their high quality wood. The small pines, grand fir, and 
Douglas-flr were left standing. 

An unintended consequence of 90 years of successful fire suppression has been the 
build up of large amounts of highly flammable fuels In most mid- and lower elevation 
eastern slope forests. Without fire, seedlings grew rapidly In open spaces throughout 
the dry forest. 

Unlike the ponderosa pine, grcuid fir have thin bark which does not protect them 
from fires. Their limbs are thick and begin at ground level so fires can dlmb them 
like a ladder. Into the tops of the trees. Because they grow well in shade, firs grow In 
dense groves. This makes It easier for fire to bum from tree to tree, killing even the 
large pines. 
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Script for the Wenatchee National Forest video: 
Out Dry Forests - A Century of Change 


More than 346,000 acres of the dry forest within the boundaries of the Wenatchee 
Forest are now in a dense condition and are vulnerable to Insects, tree disease, and 
high intensity fires. Recent research has shown that there are from two to seven 
times more trees In these dry areas of the Wenatchee Forest than there were 
historically. 

A study in Pendelton Ctinyon within the Mission Creek drainage of the Wenatchee 
Forest found that there were approximately 30 to 40 large trees per acre in the early 
1800's. Today, not only is the composition of tree species different, there cU'e over 
200 hundred small trees per acre in the same locations. 

These three photos, taken from the same photo point in Western Montana, show a 
similcU" forest change from 1909 

to 1928 

to 1948. 

Over-crowding of forests means that all plants must compete for a limited supply of 
water, nutrients, and simllght. In the drier climate of Central Washington, this 
Increased competition between plants means that many Individual trees are often 
stressed and weakened. Conifers competing with each other for water and nutrients 
are less able to fight off attacks from Insects and disease. One result is a drastically 
increased number of beetle-killed trees in the forests. 

Several human generations have now experienced forests without the cleansing 
effects of frequent natural ground fires. It is easy to believe that much of the present 
eastslde dense, thick forest is the natural forest. It is not. And, unfortunately, there 
comes a time when it cannot be defended from catastrophic fire. 

High intensity fires occurred naturally in some forest types, but seldom in the dry 
forests. 

In dense dry forests, fires now are able to climb into the tree tops and move from tree 
to tree. 

This has caused a fire envlrormient prone to large scale and high intensity fires 
difficult to prevent 2 md control. In 1994. wildfires in Chelan County exploded across 
186,000 acres. 


-e- 
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Script for the Wenatchee Jffattonal Forest video: 
Our Dry Forests - A Century of Change 


Forest soils are damaged by this type of high-intensity Are. When all the sUindtng 
trees are killed, their roots no longer hold soil in place and soil erodes rapidly. 
Damage to forest ecosystems is severe. For several years, the danger of flash flooding 
and debris flows is extreme. 


Effects on water quality and fisheries can be significant. 

It cost $70 million to suppress the Chelan County fires of 1994, and 818 million more 
for emergency rehabilitation efforts. 

It’s clear that there is work to be done to move these dense dry forests into a more 
resilient, sustainable, and healthy condition. But, the task of bringing several 
hundred thousand acres of unhealthy, over-crowded forests back to a sustainable 
condition is a daunting one. In the meantime, the Wenatchee National Forest will 
continue its policy of aggressively suppressing all wildfires when private property 
and significant forest resources are threatened. 

Three specific actions will comprise the critical first steps of the task. 

An aggressive program of thinning on a landscape basis, covering thousands of acres 
each year, will be required. Selective logging would focus on removing small firs and 
pines, leaving larger, well-spaced pines, Douglas-fir, and western larches. 

Compare the thinned area on the right to the untreated forest on the left. These 
methods have been successfully used in the past, but typically over too small an area 
to affect the steady build up of vegetation. 

Thinning will be followed by pruning of lower branches and careful use of prescribed 
fire to further reduce excessive fuels. However, not all activities would occur on all 
acres. 

Much of this effort will Initially be focused on forest land near residential areas, to 
reduce the risk of fire damage to private property. 

Prescribed fire is used only under appropriate conditions to meet specific 
management objectives. It is planned months in advance, before being Ignited, and 
its use is guided by smoke management plans to minimize smoke impacts on 
populated areas. 
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Script for the Wenatchee National Forest video: 
Our D17 Forests - A Century of Change 


Activities would be designed to create a mosaic of forest conditions across the 
landscape. Open stands would wrap around denser forest groves, protecting old 
growth-dependent wildlife and plants from devastating wildfires. 

We’ve done a great Job of making the public aware of their role In preventing wildfires. 

Now we need to help the public understand the role fire plays in maintaining 
sustainable ecosystems. What has been missing Is an understanding of the 
Inevitability of fire. Where forest fires are concerned, the question is not If, but when 
they will occur, and how extreme they will be. 

Because of the fuel buUd-up it would be Impossible to reintroduce fire in many of 
today's dry forests on the Wenatchee National Forest without first preparing the 
forest by thinning large areas. We would destroy the very ecosystems we are trying to 
save, including an enormous amount of fish and wildlife habitat. 

Though important, the trees are only one of many Interdependent parts of a forest 
ecosystem. To be healthy, the land has to be whole with all of its parts and 
cormecting links in good condition. People are a part of this whole, not apart from It. 

We are dependent on the land for a sustainable flow of spiritual 

recreational 

and commodity values. We must focus on Individual parts of the ecosystem but 

understand the interdependency of all the parts. 

To reflect society’s changing values, the Forest Service and many other natural 
resource agencies and organlxations are adapting their management philosophy to 
emphasize this holistic ecological approach. 

By bringing citizens with differing opinions on forest management together through 
public involvement, we hope to develop a shared vision of the future forest. 

Leuid managers must constantly evaluate the subtle changes In the forest and assure 
themselves that the short and long term path is right. It took almost 100 years to 
create current forest conditions, so it will take many years to restore the sustainable 
forest. 
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Script for the Wenatchee National Forest video: 
Onr Diy Forests - A Centniy of Change 


Any actions taken to restore ecosystems must Include monitoring to see if we are 
meeting our objectives. In this way, we can fine tune and change our course if 
necesscuy. 

History demonstrates that both nature and human culture are dynamic. Discoveries 
In forest science and changes in public expectations have led us to new visions of 
healthy forests. 

With the application of ecosystem management over large landscapes we can reduce 
the risk of catastrophic fire 

and we can restore our diy forest ecosystems. 

and..., If we design ecologically responsible management to meet society’s needs, 

there will be benefits for generations to come. 

### 
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DRY FOREST STRATEGY--WENATCHBE NATIONAL FOREST 

Questions and Answers 


Why are Wenatchee Forest employees so motivated to quickly develop and 
be^n implementation of a Dry Forest Management strategy? 

Seven years of local research have confirmed unnatural numbers of small trees £md a 
serious accumulation of fuels In the dry, flre-prone areas of the Wenatchee National 
Forest. From two to seven times the historic numbers of trees are now found on 
more than 300,000 acres of the forest, primarily In mid and lower elevation areas. 
Catastrophic wildfire In 1994 burned through forests In this condition, destroying 37 
homes and threatening every community In Chelan County. 

How do we know dry forests are different today than they were 100 years ago? 

Early settlers of Central Washington left written accounts of open pine forests with 
widely spaced big trees and occasional smaller trees. Fire scars in the rings of old 
trees and stumps provide a record of past wildfires, which burned through most dry 
areas every seven to 15 years. 

What caused this nnnsual grosrth of new trees? 

Vigorous fire suppression greatly reduced the number of fires which had historically 
killed most young trees and spared thick-barked ponderosa pines and Douglas-flr. 

At the same time, early logging often removed larger pines, leaving less valuable firs 
and opening growing sites for young trees. Intensive early grazing by sheep and 
cattle Is also thought to have removed grass and brush that may once have helped 
low intensity fires to spread. Such vegetation may also have provided competition to 
young trees. 

What type of timber harvest is proposed under the Dry Forest Strategy? 

The strategy envisions thinning of forest stands to achieve a mosaic of vegetation In 
drier zones. Logging would focus primarily on removing smaller diameter commercial 
trees, while leaving widely spaced leuger ponderosa pines and Douglas-fir. 
Technologiced advances have allowed the construction of private lumber mills which 
can utilize logs as small as four inches In diameter— much smaller than before. 

How large would timber soles be? 

Rather than sales affecting tens or hundreds of acres, dry forest sales will need to 
accomplish thinning on 1 ,000 acres and more to achieve desired reductions In fire 
Intensity. Not all acres In an area would be thlimed. Rather, sale areas would wrap 
around dense forest groves being maintained for old growth dependent wildlife 
species, helping to protect them fi^im devastating wildfires. 


- 1 - 
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What other steps wonld need to be taken to restore dry forest areas to a more 
defensible, natural condition? 

After the thinning of commercial trees, It may be necessary to follow up with hand 
thinning of very small non-commercial trees In some areas. It may also be necessary 
to prune away the lower branches of remaining large trees to ensure that future 
ground fires do not Jump Into the crowns of these big trees. 

Why not Just let fires burn In forested areas and let nature take its course? 

The numbers of trees and heavy accumulations of fuels In our dry forests, plus their 
neamess to homes and towns leave few options for natural or prescribed fire. Once 
extensive thlrmlng and slash reduction occurs, fire managers expect to be able to use 
periodic prescribed fire to reduce future increases of vegetation and woody debris in 
the forest. 

Who will have Input Into the design of timber sales In the future? 

Projects will be designed by teams of specialists. Including foresters, botanists, 
wildlife biologists, soil and water specialists, and landscape architects. An 
environmental analysis will be done for each project, with full public involvement. 

mil there be money to Implement the Dry Forest Strategy? 

Future budgets are always uncertain as streamlining of the federal government 
continues. The Clinton Administration and Congress have recognized that a diy 
forest health problem exists throughout the interior West. It appears that there may 
be some funding available for projects like those proposed on the Wenatchee Forest. 
Beyond this. It Is hoped that some funds raised from dry forest timber sales will help 
pay for the development of future projects. 

Win this program cost the taxpayers money? 

With the focus on the thinning of smaller trees over larger areas, diy forest strategy 
timber sales are not likely to be big money raisers. However, since much of the dense 
dry forest Is located In roaded tueas of the Wenatchee Forest, the program would be 
spared much of the expense of new road development. Forest managers hope that 
most sales will at least pay their own way. There would be no commercial return 
from the thlrmlng of very small trees or ^m prescribed fire use. 

How might the program save taxpayer dollars? 

It Is Important to remember the very high costs of doing nothing... the Wenatchee 
Forest wildfires of 1994 cost over $70 million to suppress, and burned area 
rehabilitation cost $18 million more. Beyond this, 37 private homes burned, loctd 
communities were choked with smoke for weeks, and the tourism-based economy 
lost millions of dollars. 


- 2 - 
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How long might it tmke to have an impact on the catastrophic wildfires which 
have plagued the Wenatchee Forest in recent decades? 

It took nearly 100 years for the dry forest to get In Its present condition. It Is 
expected to take several decades to restore a balance over more than 300,000 acres. 
In the meantime, there is a high likelihood of additional catastrophic fires, so 
aggressive fire suppression will be very Important to buy additional time to implement 
the strategy. 

What are some of the challenges which must be met in implementing the dry 
forest strategy? 

The program must be designed to protect soils, water quality, wildlife values, and 
sceneiy. The Forest Service will work with other agencies, Indian tribes, and the 
public to meet those objectives. 

Will there be changes in the strategy over time? 

Yes, definitely. The first diy forest timber sales will be watched closely to see which 
approaches are most successful in meeting the overall objectives. Future projects will 
be designed to build on successes. 


*#« 
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Mr. O’Neal. That ends my comments. 

Mr. Horn. Well, we th ank you. 

[The prepared statement of Mr. O’Neal follows:] 
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SUPPLEMENTAL STATEMENT OF 
SONNY J. O'NEAL 

FOREST SUPERVISOR, WENATCHEE NATIONAL FOREST 
before the 

CoiDmittee on Government Reform end Oversight 
Sabcommittec on Government Menegea«it, lnformetion» end Technology 
United Stetee House of Representntives 
concerning 

Mia«Etiii»nt PracdcM qb Iht Wtmtche t N»tion«l Fnrtit 

Wcnetchee, Weshlngton 
Jaly9«199S 


Mr. Chairman and Members of the Subconmiittee; 

Welcome to the Pacific Northwest and central Washington. The focus of this hearing is to discuss issues 
relative to financial management, the Rnutson-Vendenberg (K-V) Fund, recreation and the recreation fee 
demonstration program, and below cost timber sales. 1 will briefly address those issues as they relate to the 
Wenatchee National Forest 

Wenatchee National Forest lies entirely to the east of die crest of the Cascade Mountains in central 
.ishingtoQ State. The forest is 135 miles long and 35 to 40 miles wide, stretching from the North Cascades 
National Park in the north to Me. Rainier National Park and the Yakama Ind**" Reservation in the south. 

It is a forest of remarkable beauty, abundant resources, fishoiics, and wildlife. The Wenatchee is one of fee 
most heavily visited national forests because of its proximity to fee Seattle mcttopolitan area and the wonderful 
diversity of recreation opportunities it offers. This 2.3 million-acre national forest includes portions of seven 
classified wildernesses totaling 850.000 acres. 

Recreation Program on the Weaatchce National Forett 

Visitors to Che Wenatchee National Forest come for a wide variety of recreational opportunities ranging from 
hiking, camping, ORV use, horseback riding, hunting and fishing in the summer, to snowmobiling and cross- 
country and downhill skiing in the winter. Dependable sunshine offers Puget Sound residents a pleasant year- 
round diversion from clouds and rain. 


The entire Forest was designated a pilot project under the Recreational Fee Demonstnrion Program. There has 
been broad public acceptance of the various trial projects because they are providing funds needed to maintain 
local recreational facilities. Both of the Forest’s Norfeweat F(Ke5t Plan ad^ory committees have been 
supportive of the recreational fee demonitration pro gr am. 

The Forest has 160 trailheads and more than 2,200 miles of trails under fee Regional Trail Park program. Total 
recreatioaal fee demonstration revenues will be about S250,000 in FY 1998. These fUnds are being used for 
trail maintenance, trail bridge construction, placement of sanitary facilities at trailheads, providing tools for 
volunteer trail woikers, and ranger patrols to provide visitor safii^ and minor trail maintenance. Public support 
' this program has been high. 


Other Recieatian Fee Demonstration projects include dispersed and developed campground fees for portions of 
three ranger districts, a fee to help maintain boat docks on Lake Chelan, boat launch fees, and weekend rental of 
unused Forest Service guard stacioDS and lookouts. These programs will raise another S12S, 000. The Forest 


413 


has also placed Echo Ridge Nordic Area under the recreational fee demonstration program. This area provides 
access to groomed cross-country ski trails just outside the City of Chelan. The area is managed cooperatively 
with the local ski club, and the recreatioaal fee demonstTaiion project provides a majority of the funding needed 
to operate this area. The Chelan Ranger Distnet also instituted a holiday weekend fee to help solve litter, 
sanitation, and law enforcement problems in two areas near Lake Chelan. 

While some have voiced objections to pa^ ing new fees, when the public sees direct benefits resulting from 
fees, most users are supportive of the program. The Wenatchee National Forest has tried to design 
demonstration projects so the public can see these benefits. 

In FY 1998, the Forest received $1,758,000 fbrrecreation and S521,000 for wilderness management. Our 
recreation and maintenance prograin needs are in the range of $S million. The $375,000 raised from die 
recreational fee demonstration projects will help bridge the gap between appropriated finding and recreation 
program needs. 

Financial Management 

The Forest Service is putting significant emphasis on izi^roving financial managemenL A key action is the 
implementation of a new integrated financial information system to replace one we have used for the last 20 
years. The entire Pacific Northwest Region and Station, and the Alaska Region are piloting die Foundation 
Financial Information System (FFIS) for die Forest Service and the USDA. FFIS will enable us to better track 
costs. The Wenatchee National Forest is a part of that effort to improve fmancial accountability. 

We have a formal Financial Management Action Plan with specific due dates to guide and monitor activities 
and accomplishments. Actions include initial implementation of FFIS, iix^roved real property inventories, 
migratioa of financial systems to the IBM envi i oiirnc n t, interfacing these systems with the FFIS system, and 
ensuring they are year 2000 compliaoL Financial management core competency training is currently being 
developed for all employees. 

Each of these actions is designed to improve the timeliness, credibility, and usefulness of our fmancial 
information. One key to improving this is to make our information n^s easier to manage at the local level. 

We have been woririj^ with the Natioi^ Forest Service Action Team, established in June 1 998. to siirqilify the 
way we do business. 

Beginning in FY 1997, progress in improving our financial health has been monitored and measured through the 
financial health action plan. Specific areas being monitored include obligations, interest penalties, internal and 
external reimbursable accounts maintenance, trust fund cash balance management, real and personal property, 
and allocation management. These tasks are a part of my annual performance elements as well. 

CooperallTf Work Knntson-Vende nbura Fond 

The availability of receipts to finance K-V projects on the Wenatchee National Forest has been steadily 
declioing over the past few years due to the reduced timber harvest levels and reduced value of the materia] 
harvested. We are expecting our K.-V funds to decrease by 50% in FY 2000 from FY 1998 levels, a reflection 
of reduced harvest and the higher cost of preparing ecosystem restoration sales reducing the deposits 
that would otherwise go to the K-V frind. 

K-V frinds are collected from the sale of timber from the National Forest The Wenatchee National Forest has 
been successfully using K-V funds for reforestation, frimning, pruning, wildlife habitat improvemenls, 
watenhed restoration, recreation improvements, and range enhancements. Eliminating K-V overhead 
collections will not result in additional frinds available for reforestation and other woric. 

We periodically adjust our K-V overhead collections to reflect actual costs. When an adjuatment is warranted, 
we implement it. Between Fiscal Year 1991 and 1997, the K-V overhead rate for the Wenatchee National 
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Forest has remained relatively constant at 24.43% and 2S.9%, respectively. Our overhead rate includes 
general administration, program management, ofRce space, utilities, law enforcement, computer support, and 
'^ther standard office operation costs. 

In each sale area betterment plan, the overhead rate is added onto die cost of doing project work. We have been 
succcssfi^l in completing all the work that is identifed wi thin die sales where K-V collections have been made. 
Wc are concerned that if we do not collect overhead on otir K-V projects, these costs will have to be passed 
along to our other appropriated fund areas. In the end, this would result in less budget for essential 
on-lhe-ground work from these appropriated funds. 

Below-Cost Timber Sales 


1 fust came to the Wenatchee National Forest in 1 987. For the following three years, none of our timber sales 
were below cost. Many of our sales now are below cost. This change is tied to changing public values and the 
cost of up-front planning, plus procedural coses for implementing provisions of the Northwest Forest Plan, the 
Endangered Species Act, and other federal laws. Rather than mana ging for commodity production, we are now 
using a forest ecosystem approach to management. We have moved from harvesting large trees, often through 
clearcutting, to primarily removing small trees through selective harvest. This greatly influences cost. 

However, the cost of the sales we are now selling is not a good measure of thoir value. In 1 994, huge wildfires 
burned 1 80.000 acres in Chelan County, most within dry forest areas of the Wenatchee National Forest. These 
fires threatened all communities in the county at one time, burned 37 homes, shut down tourism at the peak of 
the summer season, and devastated important late successional wildlife habitat. It took 8,500 firefighters to halt 
the blazes, at a cost of more than S70 milli on Emergency mhabilitation cost SI 8 million more. 

Scientific research has shown that these fires and several large fires preceding them were fueled by 
vercrowded, dense, dry forests at mid and lower elevations. These overstocked stands are the unintended 
,sult of timber harvest piractices, grazing, and successful fire suppiression over the past 90 years. Our present 
timber pirogram is directed toward what we call our “dry forest strategy.” This strategy calls for thinning of dry 
forest stands over thousands of acres to remove smaller diamet^ trees, leaving widely spaced larger fire- 
tolerant trees. Thinning may be followed by pruning of some remaining trees and prescribed fire to further 
reduce fuel loads. There is often a cost to such stewardship but. as we found in 1994, the cost of doing nothing 
would be much higher. 

Closing 

Thank you for the opportunity to address your cancems today. This has been a very brief overview on some 
complex topics. 1 would be pleased lota^ any followup questions you may have. 


- 3 ' 
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Mr. Horn. I am conscious of everybody’s time here. I know our 
GAO friends have to leave, I do not know if Mr. Stewart is on that 
plane. What we would like to have are some questions now before 
you do leave. 

Mr. Hastings. 

Mr. Hastings. I just have a couple of questions here that I want 
to ask. 

Ms. Calbom, you mentioned in your testimony what was reiter- 
ated earlier by the IG, and I want to focus in specifically on your 
written testimony on page 6 where you go down and you say the 
capability — accounting capabilities I assume — are especially impor- 
tant because the Forest Service should have accurate historical 
data. Now the implication that it should, the implication is that it 
does not. 

Ms. Calbom. That is correct. 

Mr. Hastings. How far off is that, any ^ess? 

Ms. Calbom. How far off is their lustorical data? 

Mr. Hastings. Yeah, I mean you are saying that it is not accu- 
rate, so you must base that on something. 

Ms. Calbom. Yea. 

Mr. Hastings. So how far off is it, or just elaborate on that. 

Ms. Calbom. Our statements are based on our analysis of the 
IG’s work and the IG, in effect, has come out and said these finan- 
cial statements are totally unreliable. We cannot tell what the 
right numbers are, so you can’t tell how much it is overstated or 
understated. The systems are so bad — ^let me give you an example 
of what this is like, this is as if you took your checkbook and you 
|ave it to your teenage son, if you have a son, I do not know if you 

Mr. Hastings. I do. 

Ms. Calbom. You gave it to your teenage son and said, “OK, take 
this and you can write checks and bring it back to me in a month.” 
So your son goes out and writes a bunch of checks and has a cash 
machine card too and he takes cash out of the cash machine and, 
you know, maybe he gets a little bit of money that he decides he 
is going to deposit, which probably is unlikely, but say he does 
that, but he does not write auiy of it down. He then comes back and 
he gives you back your checkbook and you say, “well, how much 
money is left in here?” He says, “well, I don’t know, I have not real- 
ly been keeping track of that, but maybe we can just call the bank 
and see what they say.” So then you call the bank and see what 
they say and then you say, “let me just adjust to what they say 
because I do not know.” However, you still do not know what it was 
spent on, you do not know at what time period it was spent, and 
you really do not even know for sure what is left in there because 
who knows if the bank’s records are really right and if all the 
checks have cleared yet. That is the kind of situation we are deal- 
ing with, you just do not know. 

Mr. Hastings. Well, it is interesting to contrast what you said 
with what the three gentlemen that followed you said. I hope that 
that is being worked on and I think there is some confidence that 
maybe that can be taken care of. Again, the earlier testimony was 
that everything is in place, the structure is in place, it just has to 
be worked out. I certainly hope it is. 
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Ms. Calbom. Oh, and I would agree that progress is being made, 
and in fact, we have got a body of work ongoing where we are look- 
ing at the steps that are being taken. I guess I am speaking his- 
torically what has been going on and how things got into such a 
mess. I have a responsibility for financial management issues for 
10 different Federal agencies and Forest Service is by far the worst 
and I think the problems do go way back historically. I Eun happy 
to hear that the efforts are getting down to the grassroots at this 
point, but it was a lot of years that went by where nobody was 
keeping the checkbook. So it takes time for those situations to get 
corrected. 

Mr. Hastings. Thank you. Mr. Stewart, you said so much and 
I do not know really where to start, but I do want to make this 
observation and see if you can respond to me and then I will ask 
you some other questions. 

According to testimony we heard earlier, the people involved in 
timber sales and costs of timber sales within the agency has in- 
creased, yet timber sales have just decreased dramatically. In 
Okanogan alone it was 50 percent by the data that Mr. Gehr had, 
I think it is in excess of 60 percent. Why should the costs be going 
up when timber sedes are going down, revenues are going down? 

Mr. Stewart. It is like many things, a number of factors. I would 
say one of them is for a number of years we had a work force that 
was tied to the larger timber sale programs. So we had probably 
more people than we needed and the sSaries and space associated 
with them, it took us a number of years to adjust to that. There 
probably is an economy of scale issue at some point. You need a 
certain size organization no matter how small your — as long as you 
have a timber program, you need a certain size organization. And 
the larger — ^you can add more volume before you have to add more 
people up to a certain point, then you have to increment up. We 
are probably somewhere around that point. 

The opportunity to adjust costs in the program, for instance, 
space costs and so forth, have been limited. There is something else 
that struck me about — oh, just the cost now of doing the job, take 
the people that are under the Northwest plan, for instance: Before 
you can begin smy activity in a watershed, you have to do an as- 
sessment in the watershed. That is something we did not have to 
do a few years ago. That assessment will lead to activities other 
than timber sales, to be sure, but nevertheless, insofar as you are 
going to do a timber sale, it probably will be accounted for as part 
of that cost. 

So some of the planning, the broader scale planning that we now 
do costs more. In fact in many cases, as a result of the planning, 
we find in order to meet very desirable national environmental ob- 
jectives including Endangered Species Act, Clean Air Act, Cleem 
Water Act and so forth, we end up scaling the volume down, even 
though we spent more in preparing for the sale, the actual volume 
we can get out of it after we mitigate for various environmental ob- 
jectives may result in a smaller volume. So there are a number of 
factors — economies of scale and the upfront planning and all that 
goes into getting a sale out in today’s environment. 
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Mr. Hastings. Let me ask you to do something for me. You 
heard, I assume, the testimony of Mr. Gladies when he was here. 
I do not know if you have read his testimony at all. 

Mr. Stewart. Have not had a chance to read it yet. 

Mr. Hastings. Well, I hope that you do. In fact, I am going to 
ask you to do that, because he has a number of graphs and I asked 
him after the IG report, if he was satisfied with the numbers and 
he said yes and no, because his industry tracks it fairly well and 
he feels confident of the numbers. 

What I would like to ask of you is to take his testimony, look at 
the graphs that this private association has come up with, and get 
back to me and the committee, with the permission of the chair- 
man, with your response to his graphs. 

Mr. Stewart. Sure. 

[TTie information referred to follows:] 
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Honorable Richard (Docl Hasiings 
U.S. House of Represeniaoves 
1323 Longworth House Office Building 
Washington, D C. 20515 

Dear Congressman Hastings: 

This letter has been prepared in response to your request at the July ^ field hearing in Wenatchee. 
Washington. During the hearing you requested that the Forest Service read Mr. Gladics* testimony, 
look at his graphs, and respond to each graph. 

Our review of Mr. Gladics' icslimony and graphs indicates that the mformaiion he presented was 
essentially factual. However, in several instances we disagree with the inferences that he drew from 
these data. Our concerns are highlighted below: 

On page 2 of his testimony, in talking about the implications of graph 2, the following statement is 
made; "Conflicting Iums and regulaiions. confused by legal challenges, have increased the total cost 
of the agency, as well as the number of federal employee.'- needed to carry-out management on our 
National Forests. ” While it may be true that legal requirements, and evolvingjiidicial interpretations 
of these requirements, have added to the Forest Sendee's costs and staffing needs, we feel it is 
inappropriate to suggest that these have been the only relevant factors. In our judgment, other 
variables, in no way related to conflict or dissent, have also impacted agency costs. Indeed, we 
believe chat in many instances these other factors have had a more profound effect than those 
meniioned by Mr. Gladics Illustrative would be our ongoing effort to fully integrate the latest 
scientific knowledge into our everyday management of the national forests. While such integration 
may lead to higher costs, we believe the resultant benefits, in terms of improved resource 
management, more than compensate for these cost increases. 

On page 3, in talking about ihe implications of Graph I, the following statement is made: "While 
recreation is slowly improving, the timber ^ale program has generated between 90 and 98 percent of 
ail receipts on an annual basis for the last 50 years. " While it is true that umber sale receipts have 
traditionally accounted for the vast majority of national forest receipts, it is somewhat misleading to 
suggest that these revenues have consistently represented over 90 percent of all revenues. This 
statement is only valid if one ignores those receipts which are generated from Forest Service 
managed lands but subsequently transferred to cither the Department of the Interior or the 
Department of Energy, e.g.. power licenses, mineral leases, and receipts from the Oregon and 
California (O&C) Grant Lands. If these other receipts are considered, in FY 1997 umber sale 
revenues accounted for only 68 percent of all Forest Service receipts. 


Ci 
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Honorable Richard (Doc) Hastings Page 2 

On page 4, not in reference to any particular graph, the following statement is made: "Congress has 
urged the Agency to develop an All Resource Accounting system for nearly a decade and the Forest 
Service has resisted this approach. " In our opinion, this statement is only partially true. The 
statement is factual in that the Conference Committee Report that ^companied the FY 1988 Interior 
Appropriations Bill did instruct the Forest Service to develop an All Resources Reporting (ARR) 
system; however, we feel it is incorrect to assert that the Forest Service has resisted complying with 
this direction. Since the late I980’s, the agency has actively sought to complete ARR. Indeed, for 
the last several years a family of report statements, including a financial statement, has been 
developed for every national forest resource program and administrative unit - and presently the 
agency is trying to extend the system to its State and Private Forestry, and Research programs. The 
technical difficulties associated with this effort have been formidable, and have hampered advancing 
the system to a F>oint where the agency feels comfortable with releasing the data for external 
consumption. One problem has been the inability, as required by existing federal standards, to apply 
accrual accounting concepts to all the agency’s programs. Implementation of the agency's ongoing 
financial reform initiatives will overcome this as well as other problems. When this occurs, the 
agency plans to phase-out TSPIRS in favor of a comprehensive managerial cost accounting system 
which may be ARR, or some variant thereof. 

On page 7, in talking about the implications of Graphs 3, 4 and S, the following statement is made: 
"There is only one conclusion which can be drawn from this Forest Service data. This is that the 
Forest Service has complied with the law and the forest plans and have not over harvested . " In 
terms of trying to determine what constitutes an acceptable level of timber harvesting, it is our 
feeling that current law requires that we consider more than just the probable relationships between 
cut, growth, mortality, and resultant growing stock levels. Specifically, the law requires that we 
consider how any given level of timber harvest is likely to affect important nontimber resources such 
as threatened and endangered (T&E) species. Our data indicates that the harvesting reductions that 
the national forests have experienced in recent years are, for the most part, attributable to these types 
of considerations. The problem is not that the agency could not sustain a timber output level in 
excess of our current harvest levels; the problem is that it is unclear that we would also be able to 
sustain the production, at acceptable levels, of other desired benefits. In concept, the Allowable Sale 
Quantity (ASQ) shown in forest plans should be adjusted to account for any constraints imposed by 
important nontimber resources, but because of the incremental manner in which change tends to 
occur, sometimes adjustments are not made in a timely manner. 

On page 9, in talking about the implications of graph 7,' the following statement is made: 
"Examination of the TSPIRS data for the last decade shows that it costs the Forest Service about the 
same amount to produce S.S billion board feet of timber than it used to cost them to produce II 
billion board feet of timber. " In our judgment, this statement is misleading in that it suggests that 
the volume of limber produced is the only important accomplishment of the national forest timber 
program. As documented in the last few TSPIRS reports, the focus of the national forest timber 
program has been changing. Specifically, the program has been shifting away from an emphasis on 
fiber production towards an emphasis on using timber harvesting as a tool to achieve various land 


^ The total revenue and total cost data shown in graph 7, for FY 1996, are incorrect. The agency 
actually reported a loss of $14.7 million for that year, but the graph suggests that a profit was made. 
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stewardship objectives such as improving forest health, reducing forest fuels, and creating desired 
habitat conditions. Sales of this latter type, what we call "stewardship purpose sales" in TSPIRS, are 
typically less profitable than those undenaken primarily for fiber production purposes; this is 
because the timber they contain is dictated by the management objectives to be achieved, and not by 
commercial value considerations. Such sales provide very real public benefus, however, and in our 
estimation the value of these benefits far outweighs the costs that are incurred to realize them. In 
calking about stewardship purpose sales, it is also important to recognize that they are frequently the 
"least net cost" means of attaining the desired land management goals. This is because the other 
measures that might be implemented to manage the existing vegetation; e.g., prescribed burning, use 
of chemical herbicides and pesticides, and mechanical treatments, such as cui-and- leave, do not 
generate any revenue to help offset their application costs. The bottom line is that fiber is no longer 
the pnncipal output provided by the national forest timber program; thus, it is inappropriate to relate 
the program's total cost to this single benefit. 

On the bottom of page 9 and lop of page 1 0, in talking about the implications of graph 7, the 
following statement is made: “This relationship can be seen in almost every Forest Service region 
and suggests that the Forest Service has either not Jound \vavs to cut costs, or the press of new laws, 
legal decisions, and administrative policy has exponentially increased costs. '' In our opinion, this 
statement is inaccurate in several respects. First, we feel it is unfair to imply that the Forest Service 
has not sought opportunities to improve the efficiency of its timber program - or that if it has, it has 
been ineffectual. The fact is that the agency has aggressively sought opportunities to improve timber 
program efficiency and reduce costs. These efforts have been documented in at least two reports,^ 
and some steps have even been monitored by the General Accounting Office. ^ Secondly, we feel it 
IS inappropiiaie to suggest that ihe agency’s apparent inability to reduce its timber program costs is 
due to "the press of new laws, legal decisions, and administrative policy." As the last several 
TSPIRS reports have noted, in recent years umber program costs have been atfecied by a broad 
array of factors, many of which are traceable to the program's declining size as measured in terms 
of the volume of timber being produced. This leads us Into our last concern, which was alluded to 
earlier. This is that the agency's apparent inability to reduce timber program costs • even though the 
volume of timber being produced has fallen dramatically - is. to a considerable degree, not a result of 
agency inefficiencies - but the fact that the timber program is now being used to provide a markedly 
different mix of outputs than was produced in the past. Previously, the program’s primary purpose 
was to produce wood fiber. Nowadays, the program’s primary purpose is to provide such things as 
healthier and more fire-resistant forests, and habitat conditions that are suitable for a wide variety of 
wildlife. 


2 See either of the following; 1) USDA Forest Service, 1993. Timber Cost Efficiency Study-Final 
Report. 'A'ashington, DC, I40p.; or 2) Liggett, C. et al., Timber Program Issues: .4 Technical 
Examination of Policy Options. USDA Forest Service. Washington, DC, 301 p. 

^ See: US General Accounlina Office, 1994, FOREST SERVICE - Sfarus of Efforts to Achieve Cost 
Efficiency, GAO/RCED-94-185FS, I8p. 
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Honorable Richard (Doc) Hastings Page 4 

On page 10, in talking about the implications of graph 6, the following statement is made; "In eight 
short years the agency has doubled its overhead rate in the timber sale program. This means that 
less management is occurring on the ground and more Forest Service employees are becoming 
increasingly dependent upon the fiinds authorized to prepare limber sales, or funds generated by the 
timber trust funds. " Our concerns about this statement are threefold. First, it suggests that overhead 
costs - which include the costs of line management, program support (e.g., budgeting, contracting, 
accounting, etc.), and common services (e.g., rent, utilities, communications, etc.) - are somehow not 
essential to getting work done on the ground. We feel this is not the case. Secondly, the statement 
fails to recognize that the Forest Service substantially revised its definition of overhead costs in 
FY 1993. Program support, the TG(4) code, was enlarged to include "program management;" and 
Common Services, the TG(S) code, was added. Because of these changes, the agency's overhead 
costs for the period up throu^ FY 1993 should not be directly compared to those for later years. 
Lastly, the statement fails to recognize that many oveihead costs, e.g., line officer salaries, rents, 
utilities, and communications, tend to be relatively fixed. The importance of this fact is that as the 
total costs of the timber program have declined, it was inevitable that these relatively fixed costs 
would become a greater proportion of the total costs. These arguments should not be interpreted to 
mean that the Forest Service is indifferent to the issue of overhead costs. However, we feel that 
before we can determine what constitutes an acceptable level of overhead costs, we must first agree 
on what functions and/or activities represent such costs. 

On page 12, in talking about the implications of graph 8, it is suggested that the nontimber users of 
national forest roads - especially recreationists - are not paying their fair share of required road 
maintenance costs. Without taking a position on the merits of this issue, we would offer two 
observations. The first is that the maintenance charges imposed on commercial users, such as timber 
purchasers, are calculated to be commensurate with their actual usage. The second is that loaded log 
trucks clearly have a much greater potential to cause road-related wear and tear than the typical 
recreation vehicle, which is a standard automobile. 

Concerning graphs 9 and 10, which appear on pages 14 and 15, while we concur with the basic point 
Mr. Oladics is making, i.e., that ihe employment, income, and tax effects of the national forest 
timber program could be increased if currenl harvest levels were to be expanded to the ASQ levels 
shown in existing forest plans - we feel it is important to place at least one qualifier on the 
conclusions which he J , nis qualifier relates to the possibility that as the volume of national 
forest timber being annually sold and harvested has declined, to some extent the diminished 
economic impacts that can be directly attributed to this reduction in federal activity may have been 
offset by increased harvesting from private forest lands. Of course, this compensating effect need 
not always occur within the same geographic areas that were affected by declining federal timber 
harvests; for example, there is some evidence that decreased federal timber harvests in the Pacific 
Northwest have lead to increased private timber harvests tn the South. In the opposite vein, there is 
also some evidence that lower national forest timber harvests have caused increased wood imports 
from Canada - especially of softwood lumber. This evidence supports Mr. Gladics' assertions. 
Finally, one last point concerning graphs 9 and 1 0 is that while the data taken from TSPIRS appear 
to be correct, we were unable to reproduce the "potential" economic activity figures displayed in the 
two charts. We attempted to reproduce Mr. Gladics’ estimates using the following two-step process: 
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Honorable Richard (Doc) Hastings Page 5 

1 ) dividing ihe total income and lax figures reported in TSPIRS by the total harvest volume for each 
year, thereby yielding an impact per unit volume; and 2) multiplying the impact per unit volume by 
the total allowable sale quantity for ail existing forest plans - but this process did not lead to the same 
estimates. 

On the bottom of page 1 7 and top of page 1 8, in talking about the implications of graph 1 1 , the 
following statement is made; ”,Vo private or State land manager could survive in today 's 
coinpeiilive market place if iheir overhead rates were growing at 2 25 percent per vear and 
consumed nearly 20 percent oj all funds made available by timber trust funds. " As noted earlier in 
responding to Mr. Gladics' observations concerning graph 6, the Forest Service revised its definition 
of overhead costs in FY 1 993, substantially broadening the array of costs included under this 
umbrella. For this reason, the agency feels strongly that it is inappropnaie to compare its overhead 
costs for FY 1993 and earlier years to the overhead costs it has experienced in later years. Indeed, it 
is our belief that full compliance with the new overhead definitions took more than I year to achieve, 
and that consequently ii is best to consider just the trend since FY 1995. Over this narrower time 
interval the trend has snll been upward, but clearly the biggest increase in overhead costs occurred 
between FY 1993 and FY 1995. As a final point, we would note that it would probably be best to 
analyze this trend in constant dollar terms, i.e.. net of the effect of inflation. 

We hope this letter has addressed your concerns. Should you need additional information contact 
Thelma Strong at 202/205-0580 

Sincerely. 

1 


RONALD E. STEWART 
Deputy Chief 
Programs and Legislaiion 


Enclosure 
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1. Introduction 

My name is Frank M. Gladics I am President of the Independent Forest Products 
AssociatioiL Our ofiBces are located in Beaverton. Oregon and we represent compames in 
1 3 Western and Upper Midwestern States who depend on public timber ^es. including 
those offered by the United States Forest Service, for their survivaL Most of the volume 
sold by the U.S. Forest Service ( 70 %) is purchased by companies like those who belong 
to IFPA. In Washington State we represent companies like Vaagan Brothers Lumber in 
Colville; Summit Timber Company from Darrington; Barbee Mill Company from Renton; 
Buse Timber and Sales Inc. from Everen; Dahlstrom Lumber Company from Hoquiam; 
Great Western Lumber Company from Es'erson; Pacific Lumber d: Shippmg Company in 
Randell and Packwood Washington; Delson Lumber Company from Olympia; Seattle- 
Snohomish Mill from Snohomish; and Welco Lumber Company from Marysville. Many of 
these companies purchase federal timber from the six National Forests in Washington 
State, as well as several in Idaho and Oregon. I want to thardc Chairman Horn and the 
Subcommittee members for allowing our organization to testify at this hearing. 

Perhaps more than any other user group we believe the Forest Service has a duty 
:o manage the forests entrusted to them in a cost efficient and sustainable manner. We 
have always embraced multiple-use management in its strongest sense and believe this 
Committee should work to understand how important sound forest management is to the 
financial well being of the Forest Service, as well as the financial well being of the 
communities which depend on healthy forests for their economic and social well being. It 
is vital for you to understand the imponance of sound forest management before 
embracing the political agenda of the environmental industry groups like the Earth Justice 
Defense Fund, the Forest Service Employees for Environmental Ethics, or Free the 
Forests. We believe you should take the time the learn what is happening on these lands 
and what potential these lands have to help support the economic well being of rural 
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.•'jnerica before going off wiily-miiy on a political agenda which feels good but which 
irreparably harms our forests and our forest communities. 

II. Will Congress Fund a S3.3 billion Agency Which Doesn’t Sell Any Timber 

Today the U.S. Forest Service is a S3.3 billion operation entrusted to manage 
assets that are worth hundreds of billions of dollars. Yet their accounting system is so 
underdeveloped that the agency routinely loses track of millions of dollars worth ot 
Congressional funding and assets. Despite their shortcomings, it is an undisputed fact that 
the timber program has generated hundreds of millions of dollars used by the Forest 
Service to undenake the manaaemeni cailed for in the forest plans which otherwise would 
have had to been appropnaied bv Congress. Without these revenues Congress would 
have to find alternative rirndinu for the auency or change the mission and stafSng levels of 
the Forest Service. 

Many of the 38.000 employees who now work for the agency couldn’t be 
employed without the revenues generated from the sale of timber and the timber trust 
funds which help finance management on the forests. .\s Graph Two shows, the Forest 
Semce. up until 1974. produced more revenues from the sale of timber than Congress 
JDpropnated for the agency s use each year. Contlicling laws and regulations, confused 
by legal challenges, have uicreased the total cost of the agency, as well as the number of 
tederai employees needed to carrv'-out management on our National Forests. This 
Committee must consider wnere the money to maintain the Forest Service will come from 
if 20°'o of the Forest Service's operaiuig funds are taken away. In 1997 approximately 
30% of the Forest Service's overall expenditures were tiinded from the timber trust limds 
or appropriated for timber sale preparation and atlministralion. 

While many complain about the cost of managemem of the timber resource, they 
shouid also take a close look in the mirror and examine the cost of the non-timber 
programs to see how much revenue these programs produce versus how much money 
Congress appropriates each year to maintain these programs. The sunpie fact is. the 
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Forest Service spends fer more money than it rcttims to the U.S. Treasury on virtually 
every program and resource they manage. Groups like the Forest Service Employees for 
Environmental Ethics, represented in these hearings by Mr. Andy StahL should take a 
good hard look at how man y Forest Service employees would be permanently laid-ofFif 
the timber trust funds, or appropriated timber sale funds are eliminated. 

Graph One 

U.S. Forest Service Gross Receipts by Program 19S6 - 1997 



■ Other a Minerals n Land Use & Recreation 0 Grazing □ Timber 


Graph One displays which programs have generated the most gross receipts for the 
Forest Service over the years. While Recreation is slowly improving, the timber sale 
program has generated between 90 and 98% of all receipts on an aimual basis for the last 
50 years. 
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Graph Two 


U.S. Forest Service Budget Spending Authority vs. Timber Receipts 
vs. Number of Employees 

Nominal Dollars 
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““*“USFS Budget Authority - -s — Forest Service Timber Revenues ““>~'FTE’s 


IFPA suppons all effons to make the agency's accounting system more accurate, 
transparent, and all encompassing. It is likely that you have heard, or will hear in today’s 
hearing, many comments on the Timber Sale Program Information Reponing System 
(TSPERS). Many will suggest that it underestimates costs and overstates benefits. While 
TSPIRS is far fi'om perfect, the timber sale program is the only program, in any of the 
resource agencies, which has refined its accounting to this level. IFPA urges this 
Subcommittee to demand the Forest Service develop si milar accounting systems for ail the 
activities it is tasked to perform. Congress has urged the Agency to develop an All- 
Resource Accounting system for nearly a decade and the Forest Service has resisted this 
approach. We welcome the support of this Committee to make the Forest Service more 
accountable for the binding it spends. 
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In 1996 the Forest Service estimated that it would require $75,000 per employee if 
they were forced to undertake a reduction in force (RIF). If Congress or the 
Administration decides that the Forest Service shouldn't sell timber, the agency will have 
to either; (1) find the fiinding needed to RIF approximately 7,600 Forest Service 
employees which would cost the government approximately $570 millio n: or (2) convince 
this Congress to increase Forest Service appropriations by more than $700 million to 
make up for lost revenues. 

Despite their checkered accounting records we believe it is important that the 
Subcommittee on Government Management. Information and Technology understands 
how important the Forest Service s timber sale program is to meeting the agency's 
multiple-use goals. As well as how important it is to rural communities for the Forest 
Service to practice forestry on these lands to ensure the forest health of these lands. 

in. What is the Mission of the Forest Service 

To put this data in context, given the rather contused and inaccurate description of 
how the Forest Service's mission has changed over the last several years in the 
Subcomminee's announcement for this hearing. I would like to review a few of the laws 
which remain on the books today. The first is the Organic Act of 1897 (16 U.S.C. 473- 
475. 551) which says: 

No national forest shall be established, except to improve and protect the forests 
within the boundaries, or for the purpose of securing favorable conditions of water flows, 
and to furnish a continuous supply of timber for the use and necessities of citizens of the 
United States ..." 

The second is much more recent. In fact, it is the most recent Congressional 
statement concerning how forest lands, including federal forest lands, will be managed. I 
hope that this Committee will take the time to understand how the various laws interact, 
rather tlian picking and choosing only those which suppon the political agenda of those 
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who would prefer to see timber harvesting end on federal lands. The Resource Planning 
Act of 1980 1P.L. 96-514, 96 Stat. 2957) says: 

“Section 8 - Statement of Policy - Basic Policy (1) forest anti rangeland, in all 
ownerships, should be managed to maximize their net social and economic contributions 
to the Nation s well being, in an environmentally sound manner: (2) the Nation 's forest 
land, except such public land that is determined by law or policy to be maintained in its 
existing or natural state, should be managed at levels that realize its capabilities to 
satisfy the Nation s need for food, fiber, water, soil stability, wildlife and fish, recreation 
and esthetic values: (3) the productivity of suitable forest land, in ail ownerships, should 
be maintained and enhanced to minimize the inflationary impacts of wood product 
prices on the domestic economy and permit a net export of forest products by the year 
2030: (4) in order to achieve this goat, it is recognized that in the major timber growing 
regions most of the commercial timber lands will have to be brought to and 
maintained, where possible, at 90 percent of their potential level of growth, consistent 
with the provisions of the National Forest Management Act of 1976 on Federal lands, 
so that ail resources are utilized in the combination that will best meet the needs of the 
American people. " (emphasis added) 

IFPA believes this Administration’s responsibility is to enforce the laws as 
prescribed by Congress. If Congress, or this Committee, believes that the mission of the 
Forest Service or any other resource agency should be changed then they should introduce 
legislation, hold hearings, and change the law. Shon of that, it is both counter productive 
and legally suspect for this .Administration to attempt to change the mission of the Forest 
Service orders outside the legislative process. In many instances. Chief Dombeck’s Forest 
Service and this Administration are doing just that. Some of the people who testified 
Tuesday in Los Angles, and some who will testify today, will ask you to change the basic 
laws and policies of the Forest Service without first passing new authorizing legislation. 
That is wrong and should be resisted. 


IV. Are our National Forests Being Over Harvested? 

Many of the people in these hearing will tell you that our National Forests have 
been over harvested and that they are biologically in trouble. They will suggest that 
record harvests of the 1 980s forced the draconian reductions in the timber sale program 
which local communities have suffered in the 1990s. By every realistic measure these 
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statements are at the very least disingenuous and many times are out and out total 
fabrications. The only way to asses whether or not our forest have, or are. being over 
harvested is to examine how much timber the forest plans recommended be harvested. 
Then examine how much new net growth is being added to our National Forests each year 
compared to how much is being removed through timber harvesting. ,'\nd finally look at 
how much dead and dying timber is being added to the National Forest each year. The 
next three graphs e xamin e a nearly 50 year history of how our National Forests have been 
managed. There is only one conclusion which can be drawn fiom this Forest Service data. 
That is that the Forest Service has complied with the law and the forest plans and have 
not over harvested . Additionally, this data strongly suggests the Forest Service’s fiulure 
to manage the new growth which is being added each year to our National Forests is 
endangering the very forests they've been entrusted to protect. 

Graph Three 

U.S. Forest Service Volume Sold vs. Allowable Cut or ASQ 



Q Allowable Cut/ASQ I Volume Sold 


Over the last 50 years the Forest Service has never violated the decadal limits 
established by their timber management plans or their new NFMA forest management 
plans. It is also interesting to note that despite near record demand for soft wood 
products in this country the Forest Service is selling less timber today than it did in the 
early 1950's. 
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Graph Four 

USFS Volume Sold vs. Nat Growth 
Net Growth = Growth - Mortality 
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As you see, past management on the National Forests has increased annual net 
growth by nearly 80% in the last f 0 years. That means our forests are adding 16 billion 
board feet of timber each year while we have only been harvesting about 3.8 billion board 
feet per year in recent years. This growth level could supply over 75?'o of the building 
material needed to meet our countrv's demand for ail new housing each year. 


Graph Five 

USFS Volume Sold vs. Annual Mortality 
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Graph Five displays a problem which worries many western communities. Over 
six billion board feet of dead timber is being added to our National Forests each year. 

While less than 2 billion board feet of dead timber is being salvaged each year. This 
additional 4 billion net board feet of addhionai fuel results in an increased number of fires, 
as well as fires that bum much more intense. It is important to understand the trae effect 
of these intense fires. Spotted Owls, wolves, elk, and other creatures which depend on 
forest cover are killed or displaced by these fires. The soil productivity is damaged and in 
many instances forest cover is removed and will not be replaced by the tree cover desired 
by the recreationists for four or five decades. 

On the Wenatchee National Forest, just north and west of where you sit today, 
over 300.000 acres burned in 1994. Tens nr' milli ons of dollars were e.xpended in attempts 
to put these fires out. If the Wenatchee had been able to use those fimds to carry out 
needed forest management they would have generated many more benefits for the 
.‘\merican public. There is no worse below cost activity which occurs on our National 
Forests than fire fighting. Twice in the last decade our resource agencies have expended 
over a billion dollars in one year to fight fires with little to show but the burnt destruction 
of important wildlife habitat. 

f. What About Below Cost Sales? 

E.xamination of the TSPIRS data for the last decade shows that it costs the Forest 
Service about the same amount to produce 3.8 Billion Board Feet of timber than it used to 
cost them to produce 1 1 billion board feet of timber. Graph Seven shows that costs have 
not fallen at the same rate that timber sale revenues have. There are two reasons for the 
dramatic reduction in revenues. First, the Forest Service is selling less timber than it used 
to. Second they are selling far less high value sawtimber today than they were in the late 
1 980's. In the late 1 980’s over 80% of the volume sold by the Forest Service was high 
value sawtimber. Today the ratio of sawtimber to low value non-sawtimber has fallen to 
less ’han 55%. This has direct and dramatic impact on the amount of revenue generated 
by the timber sale program. This relationship can be seen in almost every Forest Service 
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region and suggests that the Forest Service has either not found ways to cut costs, or the 
press of new laws, legal decisions, and administrative policy has exponentially increased 
costs. 


There is another very disturbing trend which this Committee should be aware of. 
Namely that the amount of overhead needed to produce the Forest Service timber sale 
program is increase at a frighteningly rapid rate. Graph Sbc shows this dramatic 
increase. In eight short years the agency has doubled its overhead rate in the timber sale 
prograiTL This means that less management is occurring on the ground and more Forest 
Service employees are becoming increasingly dependent upon the fimds authorized to 
prepare timber sales, or funds generated by the timber trust funds. 

Graph Six 


US. Forest Service Timber Sale Program Costs vs. Cost of Overhead 

Data Source - FY 1989 - 1996 TSPIRS Reports 
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There are efBciencies of scale which must be recognized by Congress. You cannot 
ask the Forest Service to sell 60% less timber, niaimain nearly the same number of 
employees, increase their costs of preparing the sales by placing increasingly complicated 
processes on the Agency without negatively impacting the economic viability of the 
program. Graph Seven displays what has happened to revenues and costs as a result of 
decreased timber sale authorizations horn Congress multiplied by constant litigation by the 
environmental industry. You'll note that total number of dollars spent to prepare the sales 
has remained the same while total revenues have dropped precipitously. 


Graph Seven 

USFS 1989 - 1996 TSPIRS Timber Program Revenues vs. 
Costs, vs. General Administration (Overhead) 
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If Congress places the unrealistic expectation on the Forest Service, that its timber 
program must make money, then IFF A urges this Committee to demand that each Forest 
Service program be held to that same standard. Over the years the Forest Service has 
financed many of programs on the back of the revenues generated by timber. Congress, 
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too is guilty of paying for non-timber activities through the timber sale program. A 
pertect example of this is road maintenance. 

Over the last fifty years road maintenance was accomplished through the 
maintenance requirements in the timber sale contracts and through appropriated dollars 
which Congress authorized. On average the timber sale purchasers provided 40 to 50 
percent of the total cost of maintenance for each of the last fifty years. Yet timber related 
traffic was only a small fiaction of the total road use. Recreation based traffic constituted 
91% of all traffic in 1950. Today recreation based vehicle use ofNational Forest roads 
constitutes 99% of the traffic load. Neither the Forest Service recreation programs, nor 
the recreationists who use the roads, were or are required to help pay for this 
mamtenance. When recreationists generated nearly 2 billion vehicle visits per day on the 
National Forests are paying nothing towards the staggering costs of road maintenance 
something clearly is wrong. 

Graph Eight 
Forest Service Road Use 
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While you're being regaled by the environmental industry who demand further 
reductions in timber harvesting, ask yourself who pays for the road maintenance on the 
roads they use to access the trail heads into the Wilderness Areas they all want to visit? 
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IFPA believes ihe recreation user fee demonstration program is long overdue and 
that local governments should beneiit from the revenues which are generated. Congress 
should make the Forest Service pay counties 25% of the gross receipts generated through 
these programs to the Counties. Further, the fees should be structured to ensure that 
recreationists pay their feir share of the cost of maintainin g the road systems which they 
use. 


VI. Communities and the Federal Government Will Lose if the Forest Service 

Timber Program is Eliminated 

Before addressing the timber trust hinds. I would like to mak e one more critical 
observation which is often lost in the debate concerning whether or not the Forest Service 
should sell timber. That is how the program affects communnics and generates the taxes 
which all levels of government depend on for their very existence. Again. I would ask that 
you focus on the TSPIRS repons for the last eight years. Within those repon: ■ data 
related to how much economic activity is generated as a result of the timber program, as 
well as how much federal income ta.\es are generated as a result of the pro .-ram. The next 
two graphs display how much economic activity was generated each year and compares 
that with what could have been generated had Congress fully funded the existing forest 
plans and demanded that the Forest Service sell the timber volume those plans called for. 

Graph Nine examines the total economic activity generated by the Forest Service 
timber sale program. As you can see it has been as high as $4.5 billion but is now down to 
only $2 billion. But could be as high as S4.5 billion again if the forest plans were fully 
funded. This could occur despite the nearly 30% reduction in planned timber harvesting 
allowed in the most recent forest plans. There are approximately 2.000 rural counties in 
this country which are heavily dependent on this economic activity. Congress should not 
forsake those communities at the alter of the environmental industry. 

For those who might be fiscal conservatives. Graph Ten shows how much federal 
income tax is. and could be. generated by the timber sale program. You should be asking 
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yourself who is going to make up for the S309 million of federal income taxes generated 
by this program. More importantly you should think about the $710 million of federal 
income taxes which could be generated if the forest plans could be fulfilled. 

Graph Nine 

U.S. Forest Service 1989 - 1997 TSPIRS Potential Economic Activity 
vs. TSPIRS Estimated Economic Activity 



Year 


Q Potential Economic Activity Generated tsy Timber Program 
H Economic Activity Generated by Timber Program 


Understanding that many of the members of this Subcommittee come from 
suburban and urban Congressional Districts we would ask you how your constituents 
would feel if the rural Representatives suggested shutting down a federal program which 
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generated between two and four billion dollars of economic activity in your Districts? We 
urge you to look beyond the propaganda of the conflict industry and to think about the 
health of our forests and communities. 


Graph Ten 


FndMal Income Taxes Generated Through Forest Service Timber 
Sale Program 

Actual TSPIRS Results vs. Potential Taxes Generated if ASQ Were Sold 
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□ Federal Income Tax Generated By Forest Service Timber Sale Program 


This Administration, as well as the past four or five Congresses, have missed a real 
opportunity to tund a program that would have generated significant a;”ounts of economic 
activity in rural communities. It would also have generated significant Federal income 
taxes. And would have helped to maintain and enhance healthy forest conditions of our 
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beloved National Forests. Please don’t ignore these benefits while you dither over the 
inability of the Forest Service to run in an efiBcient manner. 

Vn. Increasing Overhead Charges Against the Timber Trust Funds Is a Problem 

Deqfite Mr. Stahls congilaints about whether or not the Knutson Vandenberg 
Trust fund should be tapped for overhead to pay for personnel located in the Washington 
OfiBce and Regional Offices, this Committee *hniilH be concerned with the expo n en tia l 
rate ofoverhead growth in all the timber trust funds. While we agree with Mr. Stahl that 
these funds should be spent in the field, we thmlr it is unrealistic to expect the agency to 
run without using fimds fiom all their programs to help pay for their operations. We hope 
that the authorizing Co mmi tt ees of this Congress will closely examine each Forest Service 
program to understand how tmich funding is really reaching the District level where the 
on-the-ground work is getting done. In this li g ht, we sigtport Representative Bob Smiths 
bill H.R, 4149, and language in the FY 1999 Senate Interior A ppr opr ia tions BUI which will 
force the Forest Service to clearly articulate 1k)w much money is spent on overhead fiom 
each program. 

There is little doubt, when one examines the current structure of the Forest 
Service, that it is an agency which was designed during the horse and buggy days that has 
too many administrative levels for the computer and information age. There is simply no 
reason that the Agency needs four administrative leveb. IFPA has called for Congress to 
reduce the number of levels within the Forest Service by at least one level for the last five 
years. We hope that this Committee will seriously consider eliminating Regional Offices 
as a way to stream-lining the agency and to cut costs. 

AiK>ther way to save money and cut overhead costs is to contract more of the 
agencies work out to private contractors who do not require the extensive overhead which 
the Forest Service seems to think necessary to oversee its employees. Again H.R. 4149 
addresses this issue and this Committee should support that bilL 
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Simply puL the health of our National Forests and many of the rural communities 
situated in or near the forest depends on active forest management, and timber harvesting 
is the least costly method of accomplishing this needed timber management Without this 
management our forests and communities will suffer. 


Graph Eleven 

U8FS OvertiMd Rates for Five Timber Tniet Funds 1993 - 1997 
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We believe Congress must very carefully examine the increasing overhead 
rates the Forest Service is experiencing. No private or State land manager could survive 
in today's competitive market place if their overhead rates were growing at 2.25% per 
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year and consumed nearly 30% of all funds made available by timber trust funds. This is 
what has occurred during the Clinton Administration’s oversight of the Forest Service. 
The land and the American public are being short changed. 


Vm. Concliiaion 

Chainnan Horn. 1 know this Committee is concerned with the growing cost of 
producing less and less timber from our National Forests. IFPA and its members hope 
that Congress will take the time to truly understand why the Forest Service has become so 
dysfimctionaL We believe that some of the blame rests at the feet of this Administration, 
as well as at the feet of this, and past. Congresses. Do not take the simplistic approach 
advocated by many in the environmental industry. The problem is much more complex 
than they would have you believe. The future of our forests depends on environmentally 
sound and economically reasonable management. The future of the rural communities 
who depend on sound forest management depend on the S4.S billion of economic activity 
which could be generated if Congress would demand these lairds be managed as 
prescribed in the existing forest plans. And finally, the American public shouldn’t be asked 
to assume the cost of walking away from $710 million in Federal income tax revenues 
which could be generated if the Forest Service would straighten up aixi meet the 
commitments it made to the .American public. 

I appreciate the opponunity to testify before this Committee and request that my 
remarks, as well as my written testimony be made a part of the formal record of this 
hearing. I would be happy to answer any questions you might have at this time. 

Respectively, Frank M. Gladics President of the Independent Forest Products 
Association. 


IS 
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Mr. Hastings. Now the next question I would like to ask is how 
soon can you do that? I learned in my short time in Congress that 
I should ask because sometimes it is never forthcoming. Now how 
quickly can you get that information to me? 

Mr. Stewart. I will certainly try to get that to you in a few 
weeks. 

Mr. Hastings. In a few weeks? OK, I would like that. I can 
eliminate a lot of questions here if you can do that. Every graph 
that he has in his testimony, if you would respond and give me 
some remarks regarding that. 

Mr. Stewart. I would be glad to. 

Mr. Hastings. Now to both of you constituents, I want to ask 
you, both of you testified that the management plans have evolved 
to an ecosystem management rather than one that was based on 
sales and so forth. My question to you is I do not recall — I have 
only been in Congress for SVz, nearly 4 years now — I do not recall 
Congress making a change in the statute as to what your role is. 
So how did that evolve from one of let us say timber sales — ^my 
words, not yours — into ecosystem management? How did that 
evolve — either one of you. 

Mr. O’Neal. I believe it evolved from the fact that Congress 
passed several laws around 1976, something like that, and through 
time, we interpreted those laws in managing the national forests. 
We received many challenges to that in the courts. Those laws es- 
pecially are related to the National Forest Management Act and 
the viability requirements for all wildlife species and so forth that 
are in there, the NEPA process, the National Environmental Policy 
Act process, the Clean Water Act, and the Endangered Species Act. 
First the agency made these interpretations and we thought we 
were doing what was required by those laws, and as we were chal- 
lenged and as we went to court, there was further interpretations 
of those laws and those heaped on many different additional proce- 
dures, like surveying for endangered species or surveying for spe- 
cies that might become extinct on the national forest. Because of 
that viability requirement, we have to maintain habitat for all via- 
ble populations of animals and plant species on the forest. It is just 
those procedural requirements through these court interpretations 
continued to be outlined by the courts, and they cost more to do 
than what we were doing before. And I believe that is the main 
reason of this change. It was not that the Forest Service decided 
on its own to change how we were managing the forest. We were 
responding to the interpretations we were getting from the courts. 
Also, all of these laws require us to use a collaborative process with 
the citizens of the United States and we were also responding to 
what the people were telling us. So I believe that would be my an- 
swer to that. 

Mr. Gehr. I would piggyback just a little bit further on that. I 
used a term there — I did not see anybody scratching their head too 
badly, but I think I mentioned about going from agency base to a 
broader perspective there, to a watershed base. I think I said all 
that where the agency is being looked upon to make sure we are 
the appropriate keeper of the watershed. Now that is not to say 
that our neighbors, whether that is a State agency or private lands 
within the boundaries of that watershed, maybe that has been hit 
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particxilarly hard with whatever activities might have been there, 
but I think in the past we had a tendency as a responsible land 
stewardship agency of just kind of focusing in on the Federal lands 
there, that is the National Forest System lands within that water- 
shed or within that 400-acre project there, whatever that project 
might be. 

Now, in terms of cumulative effects and just our part of the ac- 
tion, there is a much larger scaled land base out there, is to look 
further, not that we want to look over and say this is how you need 
to manage your private lands at all, but to take into account what 
has happened throughout that watershed and then project what is 
appropriate for us to be doing in there as compared to just looking 
at our 400 acres as compared to the other hundreds that are part 
of that watershed that are not national forest acreage. 

Mr. Hastings. Well, that is part of the whole debates I guess you 
would say on this whole interior Columbia Basin, there is some de- 
bate on that. 

The final question I have is I alluded in my opening remarks to 
the cost of litigation of timber sales and that is an expected process 
now for anybody that bids, but my question to you is how much in 
your respective forests — service area — has litigation costs increased 
in the last 4 to 5 years? Maybe I should just ask the question, I 
assume it has increased. Can you confirm that it has increased? 

Mr. Gehr. I cannot say on timber sales specific. I mean we have 
a project up there, without being facetious, that gold mine project, 
that the prospects for litigation there are rather sigpoiflcant, I 
would suspect. But looking at it from the general activities over the 
last half decade — ^and I have got to say litigation as far as being 
court proceedings and then also the appeal process. 

Mr. Hastings. I am talking about litigation, not mitigation. 

Mr. Gehr. OK In this whole maturation process, we are into a 
mode now where we, particularly over the last year, year and a 
haJf, have an opportunity there to enter into some informal resolu- 
tion attempts. In other words, if we get an appeal, and rather than 
taking that through a bunch of hoops, maybe there is a possibility 
of interacting with the appellants and getting a resolution there 
without having to go through hoops that we have gone through be- 
fore. I do not want to be pessimistic on that. I will report to you 
that my personal involvement with that over the last year as we 
have gotten into it, it is worth the time and effort to give that a 
shot. To this point, I cannot recall any projects that we have 
reached informal resolution and kind of got ourselves out of going 
through some other hoops. But again, that might be a comer that 
might get turned in a more positive mode. To this point, we have 
not had a decrease in terms of the time that we are committed to 
try to resolve a particular appeal. 

Mr. O’Neal. I think on the Wenatchee National Forest, there has 
been some increase all right, but I do not think that that cost of 
that appeals and litigation is as significant as the results of the ad- 
dition^ interpretation of these various laws that we operate under. 
So it is more the results of the lawsuits which determined that we 
were not complying with the law. We have to then go back and do 
additional things to comply with the law. That is where the big 
costs are, is in that area. 
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The appeals and litigation, I do not think is — although it has in- 
creased substantially, probably ten-fold, but the total cost of that 
on the forest is not that big a ticket item compared to some of these 
other things. 

Mr. Hastings. Well, of course, if you have declining timber reve- 
nues, then that cost becomes more significant, I would assume. 

Mr. O’Neal. Right. 

Mr. Gehr. I had one other thing. This would be in the range of 
the spotted owl now relative to the Northwest Forest Plan, and we 
may see protocols like that eventually on the east side too, that re- 
mains to be seen. But in survey and manage protocols for a number 
of critters that have not been worked on to that extent yet, there 
are some costs associated with that, that we have not been involved 
with before, that have also driven up costs in addition to the other 
things you have heard. So we are into kind of a pioneering effort 
there in dealing with some critters we have not before in survey 
and managing the protocol process. 

Mr. Hastings. That leads to another question. Maybe I should 
ask the accounting people. Is there a way that that can be sepa- 
rated out or do you look at that when you look at where the costs 
are and how the books are balanced? Do you look and see how 
much is being spent on litigation, for example? 

Ms. Calbom. You know, this is another example of why you do 
need to keep your books straight. I do not think the records would 
be veiy good to indicate that level of detail of the costs that have 
been spent, to tell you the truth. 

Mr. Hastings. OK, go ahead. 

Mr. Meissner. That is absolutely true. The Forest Service has 
not done as good a job of keeping track of what those costs happen 
to be, as I think you would like to see. We have constantly re- 
minded them that, one of the things you may want to do is make 
sure you account for all of these costs, because somebody is going 
to ask you the question in the future: How much did it cost? So 
our view is there have not been enough effort to conscientiously ac- 
count for all of those costs over time. That is where we come from 
and we have done the actual work out there. 

Mr. Hastings. It should not take an act of Congress to get that, 
should it? 

Mr. Meissner. To me, it seems in their best interest. 

Mr. Hastings. Right. 

Mr. Meissner. It is in their best interest to account for those 
costs as accurately as they can, and not let them get buried. And 
by buried, I am not — this is not any philosophical issue, it is just 
allowing the system to not account for those costs in a way that 
might be in their own best interests. 

Mr. Hastings. OK, very good. Mr. Chairman, thank you very 
much for allowing me to sit with you at this hearing and I want 
to personally thank all of the panelists, including this one here, for 
their participation today. 

Mr. Horn. Well, we appreciate it. We know when you are home 
in the district, you have got a million things to do and we are de- 
lighted you could come and ask such excellent questions. 

On that last question, one of the key reasons why financial data 
is important is the point Mr. Stewart made on the strategic plan 
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and performance indicators. They should be designed for not simply 
Congress knowing what you are doing, but for you as managers 
knowing the choices you have. If there is a particular option, what 
the costs behind that option will be. The only way managers can 
be effective and efficient is to get accurate data. I Imow I have had 
that attitude myself in terms of let them pull together the pieces 
after we finish the job and people that are professionals want to 
get the job done. But if you could get it structured right to start 
with, you do not have to worry about these things. 

Of course, listening to our historians here, several of you over the 
years, your own experience, it is not easy when you go back and 
reconstruct where did we go wrong. And I am thinfing of W.A. 
Jump, the great budget director of the Department of A^culture, 
probably a legend in the 20th century in Washington, and I cannot 
believe old W.A. would have let that happen on the financial side, 
because he was trying to get a decent budget for the Department 
every year. 

So let me ask just a few closing questions with this panel. I know 
you all have to leave, but one question — Ms. Burke, that rep- 
resented the cattle interests, noted the checkerboard where the 
Forest Service land is adjacent to private lands. And I am curious 
how you feel about land exchanges — well, let us first say does it 
matter, I guess would be my first question, that private land and 
public land are next to each other and some are in cattle grazing 
and some are not. The Park Service obviously gets veiy bothered 
by that, usually when they take over something, they want to buy 
out all the private land. Usually they do not use it for what they 
say they will use it for, was my experience 30 years ago on the wil- 
derness bill and other things. I was just curious, is that a problem 
to have this checkerboard nature, as far as you people on the 
ground see it? 

Mr. O’Neal. We have a lot of the checkerboard on the Wenatchee 
National Forest because of the number of railroads that went 
across Wenatchee Forest. It is a good thing to look at those from 
an administrative standpoint and see whether or not there can be 
some gains either in the public values that might be coming back 
to public ownership or saving costs from an administrative stand- 
point, both between the Forest Service, as the administrator of 
public land, or usually the timber companies. So we have over the 
years had several large land exchanges. We are currently involved 
in working on one with Plum Creek Timber Co. It does have a sig- 
nificant amount of support from the public. It is something that I 
think does need to be done. 

But one thing I would like to note here, to make sure it is under- 
stood, that from the Forest Service perspective, einy of these kind 
of land exchanges — our first preference is to do land exchanges be- 
fore we ever even think about land acquisition because of the cost 
involved. And then also, it needs to be understood that this is on 
a willing seller standpoint or willing trader standpoint. 

Mr. Gehh. We also like to make sure we have the county com- 
missioners fully involved. 

Mr. Horn. Well, we are going to have one county commissioner 
addressing us in a little while. I think you are wise to realize that 
the money is not there to start paying for lands, but if you can 
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work on some reasonable basis where everybody benefits, that is a 
way to solve those. 

Now I am curious if you have any need to reEirrange the forest 
boundaries per se to ensure greater coordination with an adjacent 
national forest? Does it matter in any of these things? I think a few 
of you do run into each other’s line, do you not? Or does it matter? 
Is it just not an administrative problem? 

Mr. O’Neal. In some parts of the country, it may be an adminis- 
trative problem, but as far as this part of the world that we are 
in, our boundaries are along the watershed boundaries and gen- 
erally follow the county boundaries as well, and so that works out 
very well for us to be able to do the coordination that we need rel- 
ative to the boundaries. So it is not a big issue in our area. 

Mr. Horn. What discretion do you as local managers of the for- 
est, have in obligating recreation fee funding? Can the region over- 
ride you? Do you have to submit a plan to the region, or can Wash- 
ington override you, or can you just do it? 

Mr. O’Neal. We do submit plans, of course, and keep our region 
informed, but on the Recreation Fee Demonstration Program, we 
get the funds back and we have it preplanned basically how we are 
going to use those funds, because that is part of our business plan 
that we submit before we actually are authorized to go ahead with 
the Recreation Fee Demonstration Program. 

Mr. Horn. OK. Mr. Gehr. 

Mr. Gehr. I might mention too on the Recreation Fee Dem- 
onstration Program, that in our case, we had a choice whether we 
wanted to be a part of that, and quite honestly I would not have 
wanted to miss the opportunity to be there first-hand and be part 
of that experience to see what works and what does not work and 
how that all goes. So that was purposefully thought through and 
we decided to be a part of it. 

Mr. Horn. Just lead me through that fee demonstration project 
where you taike in a fee during the day. What is the rules of the 
Federal Government in terms of depositing those checks or cash or 
whatever it is, what happens? Do you have to do it daily or do you 
have to do it weekly? 

Mr. O’Neal. Generally we make deposits on a daily basis, you 
know, if there is access to do that, to the banks. Also 

Mr. Horn. So there is a bank account near the forest, or do you 
ship it in to Seattle? 

Mr. O’Neal. I would have to get some help with that. 

Mr. Horn. If we could, I will keep the record open, let us put 
a little description of where the money goes, because my next ques- 
tion is obviously the Treasury is interested in getting every percent 
investment they can by putting any cash as fast as they can and 
gaining overnight points and lowering the national debt. 

Mr. O’Neal. It goes into a specific account identified as Recre- 
ation Fee Demonstration Program, also identified as to the area or 
the national forest it was collected on. So it goes into our cash ac- 
count. 

Mr. Horn. OK. And then that is not pooled then nationally. That 
money is all used on your forest, that you collect. 

Mr. O’Neal. The plan is for 80 percent of it to come back. 

Mr. Horn. Eighty percent, OK, I missed that. 
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Mr. O’Neal. At least 80 percent has to come back for on-the- 
ground activity. 

Mr. Horn. OK, so then the 20 percent is in a national pool, or 
what, how does that work, Mr. Stewart? 

Mr. Stewart. I am trying to remember what the con^ssional 
direction is, whether it is to he used in the region or whether it can 
be used nationally, but again, it is to be used for the same purposes 
as the 80 percent is. It is not for overhead, it is not for permanent 
salaries or any of those kinds of things, it is actually for projects 
on the groimd. 

Mr. Horn. Is there an overhead on this? 

Mr. Stewart. No, you cannot charge overhead against those 
funds. 

Mr. Horn. OK Similar funds we talked about in the Bellflower 
portion of this hearing, and as I remember, there were about five 
certainly that we could think of and then the question was how 
was overhead fixed on those, and I think one fi^re was given that 
was 27-percent overhead. And was it just that they were fishing for 
the 27-percent, or is that the way it came out. You know, we can 
all plug it in so we get the equation our way, and I just wondered 
how overhead is established in the Forest Service on some of these 
accounts, and does that affect the local management. What do you 
know about it, Mr. O’Neal? 

Mr. O’Neal. Generally, the overhead on the national forest is 
that we use basically what we refer to as a charge as worked con- 
c^t. So the overhead in areas where there are common costs like 
ofnce rent, you would have the office rent for the staff that was 
working in that particular area chari^d back as overhead. That is 

i 'ust one example, but it is generally those costs that cannot be bro- 
wn out and assigned as dir^ costs. 

Mr. Horn. Very good. Any comment, Mr. Gehr? 

Mr. Gehr. No, I do not really have aiiything to add to that. 

Mr. Horn. OK, any comments by GAO? 

Mr. Meissner. Just that there are three indirect costs. The For- 
est Service really does not define the word overhead, so it does not 
have a meaning to them, rather they call it indirect costs. 

Mr. Horn. Sure. 

Mr. Meissner. And it is line management, program support and 
then what they call common services, and the example that Sonny 
just gave you on rent falls into that common service, but again it 
is line management, program support and common services. Those 
three items make up what they call indirect costs. 

Mr. Horn. And you say they have the same indirect costs on 
these accounts? 

Mr. Meissner. No, what goes into them is the same items, but 
all five of those accounts have different indirect cost figures. 

Mr. Horn. I see. 

Mr. Meissner. They are all different. 

Mr. Horn. Usually, as you know, when you determine indirect 
costs for research projects under Federal grants, you need a major 
accounting firm, a university or an institute that is doing medical 
research to go through and figure the indirect based on the percent 
of time that people in particmar positions of the hierarchy would 
spend on research. In the case of say MIT or Stanford, they are 
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probably charging 100-percent indirect on the project. So if they 
were riven $100,000 for program, there is another $100,000 given 
for indirect. If you are talking about a State university where a lot 
of these costs are covered, you are talking about more of a 40-per- 
cent indirect as opposed to MIT and Sta^ord’s 100 percent. I was 
just curious if we have any sort of standard within the Federal 
Government, within agencies, and within an agency, both intra and 
inter, where we have a really accurate way of figuring out costs on 
the indirect side. Does GAO issue any regulations on wat? 

Mr. Meissner. Just one piece on that is there are not Federal 
cost accounting standards smd we have been talking to Mr. Stewart 
to try to move in that direction. Just as kind of a peculiarity of 
their system, which is not like you just talked about, they define 
general administration as particular people and not what they do, 
which I do not think I have ever seen anything like that before in 
a cost accounting system. So they have assigned certain people and 
they call them as general administration and they fall in that cat- 
egory, regardless of what they may do. That is a little different. 

Mr. Stewart. I will say we do define that every year in the ex- 
planatory notes for the appropriations committees. If it would be 
helpful to you, we can get those appropriate sections to give you 
some sense of how they are defined. 

Mr. Horn. Sure, we will put it at this point in the record. 

[The information referred to follows:] 
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wo AMENDMENT 1309.16-96-5 
EFFECTIVE 2/21/96 


33.64 - ■Admini.'ir.ration Descripiions 
for Administration activities. 


tViclcOuft I (pogtHbjUfc 

1309.16.33.4-33.7 ^ 

Page 25 of 30 P ^ 

Use the following codes and units of measure 


UNIT OF 

CODE TITLE AND DESCRIPTION MEASURE 

T ADMINISTRATION N/A 

All activities of line management, program support, 
common services, and special activities to account 
for particular expenditures or obligations. 

TG Indirect Support Activities N/A 

Those costs that cannot be readily identified 
specifically with a single project activity in a 
feasible manner. The three categories of work activi- 
ties are; (1) line management (TG3); (2) program 
support (TG4); and (3) common services (TG5). 

TG3 Line Management N/A 

Activities related to line officers and associated 
coats, such as personnel and related costs (salary, 
travel, vehicle use. training, and secretarial 
support) for line officer positions. Charge 
non-personnel related costs (rent, supplies, and 
so forth) to work activities TG51 or TG62. 

TG31 Line Management. General Administration Activities N/A 

The salary, travel, vehicle use. and training of line 
officers and secretarial support positions financed from 
general administration funds iFSH 1909.13. ch. 40). 

TG32 Line Management. Benefiting Function Activities N/A 

The salary, travel, vehicle use. and training of 
line officers and secretarial support positions not 
financed by General Administration funds (FSH 1909.13. 
ch. 40). 

TG4 Program Support N/A 

The costs of coordination, management, and execution 
of business management, community support involvement, 
and common service activities. It primarily includes 
the salary, travel, vehicle use. and training of 
employees involved with the coordination and management 
of program support. See FSH 1909.13. chapter 40. for 
a list of the positions involved with this activity. 
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UNIT OF 

CODE TITLE AND DESCRIPTION MEASURE 

Charge non-personnei related costs (rent, supplies, 
and so forth) to work activities TG51 or TG52. For 
Fund Code EFFS. Emergency Suppression and Rehabilitation, 
use TG4. Program Support, to record charges for OWCP 
and unemployment only. 

TG41 Program Support. General Administration Activities N/A 

The sadary, travel, vehicle use, and training of 
employees listed as General Administration in 
FSH 1909.13. chapter 40. 

TG42 Program Support. Benefiting Function Activities N/A 

The salary, travel, vehicle use. and training of 
employees listed as benefiting function in FSH 1909.13. 
chapter 40. 

TG5 Common Services N/A 

The non-personnel costs associated with providing 
space and a working environment for employees, such 
as rental space, utilities, communications. FTS2000, 
microwave communication facilities, maintenance and 
service (non-personnel and related) of telephone 
equipment, radio equipment, and computer equipment. 

National Finance Center costs, office equipment, 
mail and postage, office supplies, and forms. 

TG51 Common Services. General Administration Activities N/A 

Includes the non-personnel costs associated with 
providing the identified costs in TG5 to general 
administration personnel as identified in FSH 1909.13. 
chapter 40. 

TG52 Common Services. Benefiting Function Activities N/A 

Includes the non-personnel costs associated with 
providing the identified costs in TG5 to benefiting 
function personnel as identified in FSH 1909.13. 
chapter 40. 

TS Special Acti\ntie5 N/A 

Activities that account for particular expenditures, 
obligations, or deposit of funds. 
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Mr. Horn. Well, there might be some questions from staff sent 
to you and we would appreciate it if you could answer them. But 
I think we have covered the groimd pretty well today, and I thank 
you for your patience in our switching of panels and all the rest 
of it. I thank our local people for doing a great job. Really we 
should not be paying you anything for a job like you have got. I 
mean, you know, you just breathe good air, you look at great sites, 
it is a spiritual experience. I mean, heavens, you should be paying 
the Treasury. 

Mr. O’Neal. Now my staff will want my salary now to go to the 
on-the-ground implementation. 

Mr. Horn. We will have a coin box at the entrance to the park 
and put the supervising ranger’s pay and see what we can get 
there. ’Thank you, gentlemen, we appreciate it. 

Now we are going to have an open microphone session. We are 
going to take — I will tell you what the ground rules are. 'The first 
speaker will be Earl Marcellus, the Chelan County commissioner, 
and we will give him an extra amount of time, based on his status. 
Then line up behind him, but I am going to take a 5-minute recess 
first. I just want you to know of the procedure, and please come 
to the table for the supervisor, but let us see how many want to 
get into either making a statement or leaving a statement with us. 
Just get in line and in 5 minutes we will be back. So we are in 
recess for 5 minutes. 

[Recess.] 

Mr. Horn. The recess is ended. 

I wonder how many want to leave a statement for the record? I 
need a count, to know how to allocate time. So if you could line up, 
the subcommittee clerk will get your name and address and we will 
be glad to send you a copy of the hearing whenever they are pub- 
lished. 

How many have we got there, Matthew, how many people in 
line? 

Mr. Ebert. Nine so far. 

Mr. Horn. OK, I am going to give the commissioner at least 10 
minutes. I am sure you cam use that, as any politician cam. 'Then 
I am going to divide the remaining 20 minutes among you. So if 
there are nine of you, it is going to be 2 minutes apiece. You can 
sit down now, I just wanted a feel for how many are going to — ^who- 
ever is on Matthew Ebert’s list, we will expect to hear a statement 
from. 

And now you pronounce it Mau'cellus? 

Mr. Marcellus. Marcellus. 

Mr. Horn. Earl Marcellus, the Chelan County commissioner. We 
are glad to be in your county and glad to have you here. 

STATEMENTS OF EARL MARCELLUS, CHELAN COUNTY, WA 

COMMISSIONER; BONNIE LAWRENCE; JUNE HELBIG; LINDA 

MARCELLUS; RON RIESTER; TERRY NOWKA; MIKE POULSON; 

AND MIKE DOLFAY 

Mr. Marcellus. 'Thank you so much for coming, we really appre- 
ciate this opportunity for you to come and hear the testimony 
today. 
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I want to begin by letting you know that Chelan County, like so 
many other counties, is struggling to balance their budget and pro- 
vide the essential basic services to keep our communities safe and 
healthy. Federal public lands comprise over 80 percent of the land 
mass in our county. The revenue that comes to Chelan County 
from these federally controlled lands stem from three sources. 
Those being PILT payments, the 25-percent stumpage money, and 
the so-called owl guarantee money. 

The PILT, or payment in lieu of taxes payments in 1997 amount- 
ed to $450,000 to Chelan County, or the equivalent of right at $3 
per acre. This is not the issue today, but I would like to t^k to you 
another time about getting that payment up to the full 100 percent 
of that provided by the formula, that is something that is of inter- 
est to all counties in regard to that PILT payment. 

The 25 percent stumpage payment made to counties today are 
not really based on the actual stumpage generated from timber 
sales. I believe it is actually based on 95 percent of a 5-year aver- 
age of what the stumpage was, the real stumpage, prior to the 
spotted owl listing and its impact and shutdown of logging on the 
national forest lands. This is just simply needlessly adding to the 
nationed debt. This is more funny money. It is not coming from our 
resource, it is payments to the county almost like an entitlement 
pa 3 mient at this time. 

The owl guarantee money, I understand was a result of a con- 
gressional act passed in 1993, it is scheduled, as I understand, to 
sunset in year 2003, which is another needless additional hit to our 
national debt, due to the mismanagement of our national forest 
lands. 

Over the past few years and again today, I heard reference to 
corporate welfare and subsidies to timber corporations for the har- 
vest of timber from Federal lands. I would like to refer to last 
night’s Wenatchee World paper in the article written about prior 
hearings you have had and what we would be doing today. It 
says — ^the part I would like to read to you says, “The Forest Service 
is charging the fees on an experimental basis around the forests to 
raise revenues for recreation, since logging cutbacks have sharply 
reduced timber revenues.” Now they admit that logging generated 
revenues, but yet we hear how — from certain segments of the testi- 
mony today and in the past, that these are less than cost sales, 
they are deficit sales, we are subsidizing — they give the general 
public the impression that the Government is writing out a check 
to the corporations to come eind harvest the timber. 

But in years past, I myself, as a basically former contract logger 
and professional forester, have purchased timber sales. I will give 
you an example of one. The minimum appraised stumpage value in 
this particular sale that I am referring to, the Douglas fir species 
was advertised at $1 per 1,000, that was the minimum advertised 
bid. As high successful bidder that day, 1 actually paid $178. Now 
if the folks that are trying to promote their agenda in saying these 
are deficit sales use the Forest Service’s appraisals that they use 
to put the sale out, they could say yeah, it is a deficit sale. But in 
reality, the people that buy it bid that way, way, historically way 
above minimum. Today that is not the case because of a number 
of reasons. The sales that are being put up are trash sales, they 
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are not merchantably viable sales. In addition to that, the logging 
constraints and demands and costs are so high that there are many 
sales that are not even being bid on today because they are not eco- 
nomically feasible. 

I really so appreciated the inspector general’s candid comments 
today about the blatant, unexplainable errors that they have found 
in the financial accounting practices of the Forest Service. It just 
substantiates the old adage that figures lie and liars figure. 

I would ask that you not only hold the Forest Service accountable 
for their financial accounting practices, but also their forest m£in- 
agement practices. And I know that they are bound by new Federal 
laws and mandates. If that be the case, I would like to see that 
unwound because if you do an audit, so to speak, or a true assess- 
ment of the management practices being used today on the na- 
tional forest lands, you vdll find that they are as much a debacle 
as the financial accounting practices being used by the Forest Serv- 
ice. 

I would invite you to tour the national forest lands in our county, 
I would be able to show you literally millions upon millions of 
board feet of very valuable saw log material that is dead standing 
and dead down material that is not being salvaged. They are not 
being put up for timber sales — ^beautiful, valuable resource, rev- 
enue generating resource not being salvaged because of the con- 
straints that Congress, as they tell us, has the Forest Service 
under. That needs to really be looked at and changed, I would 
hope. The unsalvaged timber not only is a waste of a valuable re- 
source, but it is creating an excessive fuel in our forests, and you 
may remember in 1994, this county experienced — it was just lit- 
erally under siege by the forest fires, the wild fires that we had and 
we are just absolutely headed for the same target in a future year, 
I hope it is not this year. But we need to be on to salvaging that 
material for many, many reasons that I will allude to later in my 
closing comments, which I would like to make right now. 

If you use sound, verifiable, peer reviewed scientific data and 
hard facts to make your decisions, I am confident you will direct 
the Forest Service to utilize proven best management practices that 
will improve our forests’ health, wildlife habitat, and recreational 
opportunities. It will reduce wild fire danger, increase revenues to 
county. State and Federal coffers, create jobs and provide products 
for our citizens and our businesses. I trust you will do what is best 
not only for the citizens and businesses of our country, but for our 
resource as well. 

Thank you again for coming and giving us this opportunity. And 
if you do ever have the time for a tour, I would be more than happy 
to arrange that. 

Mr. Horn. Well, I appreciate that and we appreciate your insight 
on this as a local official that has to get the books b^anced and 
also serve the needs of a lot of people. 

I am now going to go down the list as the clerk took it down, and 
Bonnie Lawrence is next. Welcome and it says it is the city of 
Omak, is it? 

Ms. Lawrence. Yes. 
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Mr. Horn. Well, thank you for coming. Go ahead. You have got 
2 minutes. Mr. Brasher is keeping the time, so he will interrupt 
when the 2 minutes are up. 

Ms. Lawrence. My name is Bonnie Lawrence, I am the chair- 
man of Okanogan Itesource Council, which is 1 of 20 grassroots 
groups of the OC-3, Okanogan County Citizen’s Coalition. We are 
united for multiple use. I would say I am given unqualified, full 
support of multiple use. 

Multiple use and sustained yield management is backed by dec- 
ades of legislation interpretation, science, and on-the-ground imple- 
mentation, and by congressional authority, Forest Service lands EU'e 
to be managed by those principles. Doc was right. Congress has 
never passed an ecosystem management law. In fact, they have re- 
fused to pass it on several occasions. I can provide you — I did not 
bring it, but I could provide you with the Forest Service Jack Ward 
Thomas document that by administrative decree put the Forest 
Service under ecosystem management. 

Ecosystem management cannot be defined, measured, or 
mapped. Land management decisions are now being based on 
something called ecosystem integrity which is determined by what 
degree the land has changed from pre-Euro-American settlement 
conditions. Active management is limited to restoration to circa 
1,850 conditions and protection of this supposed Utopian state. 

Ecosystem management is a buzz word that has been embraced 
by the public in general, by a large part through a vast amount of 
misinformation and unfortunately a lot of that misinformation is 
coming from our own Government agencies. 

The Forest Service has been derailed. I sincerely hope that Con- 
gress can get it back on track because great damage is being done. 
Every year more of our land and natur^ resources are being locked 
up. More of our resources used by society are being imported. More 
of our land goes unmanaged and is allowed to bum and these fires 
devastate wildlife habitat, soil structure, watersheds, air quality, 
and public and private property. Congress holds the key. Forest 
Service lands and their original mission is what needs to be re- 
stored. This can only be achieved through reform of the regulatory 
morass of land management laws which not only are in conflict 
with each other, but often with sound science, good management 
and common sense. 

Mr. Horn. We have already exceeded by 2 minutes, the 2 min- 
utes. 

Ms. Lawrence. I have one sentence left. 

Mr. Horn. OK. 

Ms. Lawrence. Meanwhile, current Federal lemd management 
policy is dong great damage to rural America, to our economies, our 
communities, our families and our quality of life. 

Thank you for this opportunity. 

Mr. Horn. Well, we thank you for coming, appreciate it. 

Jane Helbig or June? 

Ms. Helbig. June. 

Mr. Horn. OK, June. 

Ms. Helbig. I want to thank you for coming here and listening 
to real people. 
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I also want to express my great respect for Sam Gehr and Sonny 
O’Neal, because they are very competent, hard-working, caring peo- 
ple who are laboring under a set of insane guidelines that are com- 
ing down from Washington, DC. Having attended the advisory com- 
mittee for 2 years, I have gotten acquainted with them. 

The cost of timber sales: There are powerful people who want to 
make sure that it looks like it is costing more to harvest timber 
than you get for revenue. In the accounting, putting environmental 
regulation costs into the cost of timber sales has made it appear 
that way. 

Some panelists mentioned that resources on public lands have 
been depleted. This is not one shred of scientific evidence, this is 
as big a myth as the one that hikers are loving the wilderness to 
death. 

I have a few recommendations for congressional action. 

No. 1, since ample evidence has been presented of fiscal and re- 
source management problems in the Forest Service and these exist 
also in the National Park Service and the BLM, call an immediate 
halt of all acquisition of private land. If you cannot manage the 
land you have now, with the existing resources, it is insane to ac- 
quire more. These agencies — the money saved from land purchases 
should be directed specifically to trail and road maintenance, weed 
control, and forest health. The removal of private land from the tax 
base by Government purchase is devastating to rural communities, 
especially to schools and children. 

Second, to pass a people’s right to access public lands law. These 
provisions would be: First, no quotas or reservations for hiking on 
any wilderness or any other area. I have hiked 3,000 miles in 
northwest wildernesses over 25 years. If you counted every bare 
tent site, every deteriorating trail and every trampled lakeshore, 
they would add up to less than one ten-thousandths of the wilder- 
ness area, it is a minuscule thing. The few instances I have seen 
of actual damage by people are individual things that would hap- 
pen even under a quota system. The greatest problems I have en- 
countered are 5-mile stretches with no conceivable places to pitch 
my tent, stretches of the Pacific Crest trail that are so overgrown, 
I could not find the way, downed logs blocking trails, washed away 
bridges and hundreds of miles of trails eroded, not by boots but by 
water flowing; all of this due to lack of maintenance. 

In addition the people’s access law should include no eradication 
of any public roads. According to the Interior Columbia Basin Eco- 
system Management Plan, they have scheduled to eradicate 50 per- 
cent of all roads on public forests and BLM land in the next 5 
years, that is 10 percent per year, is their target. 

No moving of trailheads to lengthen the walking distance. I am 
not getting any younger and my husband is 67 years old today and 
an extra 2 miles is really 4 and for me with a 40-pound pack, that 
could eliminate my access to the mountain. 

Mr. Horn. You are not going to be able to read that even in 4 
minutes. We could xerox it and file it. 

Ms. Helbig. No, I am getting to my final comment. 

Mr. Horn. OK. 

Ms. Helbig. I have one final comment regarding the national 
parks. The model there is they have huge masses of people con- 
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centrated in small areas that are regulated primarily by the con- 
cessionaires who make obscene proHts on a minuscule contribution 
to the public. 

And the back country is basically off limits except to the very few 
people who are able to obtain reservations. PleEise do not impose 
this insane system on the BLM land and the forest land. Please 
keep our forests open to the public. 

And I wholly will endorse multiple use. 

Thank you very much. 

Mr. Horn. Thank you. 

Now we have Dale Helbig also. 

Mr. Helbig. She has already spoken. 

Mr. Horn. OK. Well, I could have combined the two then, and 
not worry about it. But we never know if they are married, cousins 
or what, and I do not want to get into that. 

Linda Marcellus of Leavenworth, WA. 

Ms. Marcellus. Yes, thank you, I cannot let him speak for me. 
[Laughter.] 

Mr. Horn. You sound like my wife. Go ahead. 

Ms. Marcellus. Thank you. I appreciate you gentlemen, I ad- 
mire you. Because of the perceptive questions you asked, I know 
that you are listening and thank you. 

Mr. Horn. I am told Leavenworth is a Bavarian village? 

Ms. Marcellus. It is. 

Mr. Horn. I am half Bavarian, so I am curious. 

Ms. Marcellus. Oh, no kidding. Well, I could not tell, I have not 
seen you stand up. I will have to check your leader hose. 

Mr. Horn. Crazy Ludwig. Just kidding. OK, go ahead. 

Ms. Marcellus. Well, I consider myself a citizen observer. My 
family has lived and logged in Chelan County for the past 104 
years. We have managed our privately owned forested lands and 
they continue to thrive with timber and wildlife. Let the emphasis 
be on managed. 

Being here, we have experienced the various phases that the tim- 
ber resources of our public lands have been put through. Where in 
my lifetime the Forest Service was once under a sustained yield 
management, then a sustedned forest management, and now under 
extremist environmental leadership, they have a forest that is 
unmanaged. Let me tell you, an unmanaged forest makes for a 
very poor neighbor. An unmanaged forest falls prey to a let bum 
policy in the case of fires and to death and decay in the case of in- 
sects and disease. 

In the Wenatchee National Forest, our forest resources have not 
been depleted by logging, but unmanaged, they are becoming de- 
pleted as they are Slowed to turn up or fall from spreading root 
rot or insects, and they are left to decay on our forest fioors. Again, 
I repeat, an unmanaged forest makes for a very poor neighbor. 
Fire, insects, and diseases know no boundaries. 

An unmanaged forest does not preserve biodiversity, especially in 
today’s world where species foreign to the natural vegetation have 
been introduced. Napweed is a prime example. It overruns the nat- 
ural vegetation zind with the natural vegetation gone, the animals 
that were supported by it go too. 
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Oddly enough, let thousands of acres of forest bum and it is na- 
ture’s way. a tree to utilize it and you kill a fish. Unmanaged 
forests have become a burden to the agency once in charge of their 
management. 

Where once productive forests paid their own way and the roads 
and trails they produced were av^able free to hikers and campers, 
today the agency issues user fees. Where once productive forests 
helped pay for the education of our children, new and creative 
taxes are being levied against private property owners as the re- 
source rots on the ground. 

One-third of the United States is forested. Of that forested area, 
one-third has been lawfully set aside for parks, wilderness, and 
wildlife. Today’s immanaged public forests have been unlaA^ully 
and unscientifically set aside by the failure to manage its timber 
resource. 

There is a double standard in our forests and it is dependent 
upon whether you work or play there, as to which standard applies. 
Work has become a four-lettered word in the forest. The spotted 
owl is disturbed by a man and his chainsaw salvaging downed tim- 
ber. But 100 motorbikes or snowmobiles blowing through the same 
area seems to have no effect on said owl. 

The annual growth of commercial forests exceeds harvest and 
loss due to insects and disease by 33 percent each year. Please 
leam from the private forests. It is past time for our public land 
agencies and the lawmakers responsible to us for them, to get real, 
to get honest, and to get back to managing our timber resources. 
And by so doing, they can once again become a good neighbor. 

'Thank you. 

Mr. Horn. Thank you. 

Our next speaker is Ron Riester. 

Mr. Riester. Riester. 

Mr. Horn. Oh, I see, it is the person below you that had a “k” 
and it looked like you had a “g”, so sorry about that. 

Mr. Riester. That is quite all right. I had just a couple of points, 
one being, if you really wanted to get the opinion of your constitu- 
ents, you would not have a meeting at 11 a.m. OK? Because they 
are all at work today. 

Second, my guess is — and I do not have solid facts on this, but 
1 would be willing to bet that in the Wenatchee Valley, and I am 
guessing that the Okanogan Vedley is probably in the same shape, 
but the majority of our people earn at or about the minimum wage. 
So when you start putting fees at the trailheads, that takes away 
a lot of resil quality family time from people that are able to take 
their families out in the forest and do things. When you put a fee 
on it, they cannot do that. And you know when you say well, it is 
only $3 or it is only $5, but when you are working minimum wage 
level and consider that a rental house in Wenatchee starts at prob- 
ably $700 a month, that little bit that you are putting on the fee 
represents a lot of money to a lot of people and it takes away a 
real standard of living. 

So as far as the Forest Service itself is concerned, they have al- 
luded a number of times today to the multiple use program. That 
multiple use concept was really effective back when it began, they 
did not have all the bureaucracy up there that they have now and 
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my guess would be that if you took off the first 10 levels of admin- 
istration and put the management of the forest back to the local 
forest, that you would have the money to take care of the trails. 

Thank you. 

Mr. Horn. Thank you. 

Terry Nowka. 

Mr. Nowka. My name is Terry Nowka, I am the Chelan County 
noxious weed control board coordinator. Doc and I spoke on the 
phone the other day. 

I would reiterate that my main concern is to get the funding for 
the Forest Service on the ground, get that money in the field. From 
what I have heard this morning, the Forest Service has a real prob- 
lem with their books. They need to get those books in order and 
get that monev back on the ground. That would eliminate a whole 
lot of our problems on the loc^ level. 

Thank you. 

Mr. Horn. Thank you. 

Next is Mike Poulson. 

Mr. Poulson. Thank you. 

I am the natural resource chairman of the Washington State 
Farm Bureau, and I appreciate you taking this opportunity to come 
out here. I would like for Congressman Hastings to officially enter 
it into the record that I am wearing a tie. [Lau^ter.] 

Mr. Hastings. And a coat. 

Mr. Horn. You just did. 

Mr. Poulson. I am not going to say a whole lot because most has 
been said. I want to give you one example of the Interior Columbia 
Basin Ecosystem Management Project that gives you some insight 
into how the new style of management might work, and that is on 
the value of forested acres. 

In the socio-economic part of that, they valued commercial har- 
vest at $17 an acre, recreation at approximately $35 an acre and 
it may have been $34, and what I call the serenity value at $96 
an acre. Now that value is a value of the individu^ that lives in 
New York City and works in a high rise, never been here, never 
coming here, but sitting there knowing it is here, it is worth $96 
an acre. The way they got to that value was to call a number of 
people around the country and ask how much they felt it was 
worth and then they compiled those and multiplied it by 260 mil- 
lion and came up with $96 an acre value. 

I want to assure you that no Fortune 500 company would value 
that at $9,600 an acre — or $96 an acre if they could not collect it. 

Mr. Horn. I am sorry, it is my fault, not yours. Explain what the 
$96 means. 

Mr. Poulson. Two minutes goes pretiv fast. 

Mr. Horn. Oh, no, question we can take care of. 

Mr. Poulson. The $96 an acre is the philosophical value of an 
individual to be able to know that it is there. 

Mr. Hastings. Mike, back up and explain the Interior Columbia 
Basin Project, this is what this is based on. 

Mr. Poulson. Yes, this is out of the documentation for socio and 
economic in that. I really did not intend to take a lot of your time, 
I wanted to m£ike that point, but that is how they came to terms 
with how much forested land is worth. 
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You have heard a lot about our value system is changing, our 
philosophy is changing. I want you to understand that as long as 
we are managing these resources by philosophy and public percep- 
tion, we are not going to be able to set scientific, predictable eco- 
nomic values, social values, or resource values. We need to sepa- 
rate — and I do not have any problem with adding philosophy to our 
management style, but we need to separate the philosophical as- 
pects from the scientific aspects of management. 

I brought this map to my right, to your left, I carry it everywhere 
I go. The colored part of it is the Government lands in the west. 
The 16,000 families of Washington State Farm Bureau live some- 
where in the white areas and we are neighbors to those colored 
parts. What happens in those colored parts becomes more and more 
important to us as we go along. 

I again appreciate you coming here and one thing that I would 
suggest that you do — realize that you are really busy, but I would 
suggest that you try to get members of your committee to come out 
and visit on the ground some of these lands, because you cannot 
understand the situation if you do not. I will assure you that if you 
want to do that, I will be able to arrange for you to visit lands any- 
where in that entire colored area on that map, and I am confident 
in saying that I can do that because I work with people all over 
the west and I also know that we are going to find some important 
conditions to be able to look at. We do not have a problem in being 
able to manage these resources, but we have a tremendous chal- 
lenge in being able to manage the bureaucracy. 

"niank you. 

Mr. Horn. Well, sit there a minute because we have got 5 min- 
utes before we have to rush somewhere and we have got one more 
speaker. 

The reaison your comment interested me, and that is why I want- 
ed to understand the whole concept — a friend of mine, about the 
only lawyer friend I have, but he happens to be a great lawyer, and 
he won a settlement of $18 million from an oil company that pol- 
luted Huntington Beach. In polluting Huntington Beach, which is 
a major oil production area, what he figured — and apparently there 
is a school of economics and I did not know about it so this was 
news to me, and I think you might be, with that figure in the same 
realm that you are quoting. It turned out there is a school of eco- 
nomics that can figure out what it means for someone not to have 
the opportunity to go to the beach, in terms of a value. So indeed 
he got him into court as a witness and they had figured out in 
terms of how many people regularly came to the beach versus how 
many could not come because of the oil spill, emd the gap was obvi- 
ously the damages to be awarded to the city of Huntin^n Beach, 
in this case, it was not to him. He won the case, and that was news 
to me in terms of the value that they could interpose on behavior, 
if you will. So that is why I am fascinated by what you had to say, 
because that is the only case I had heard of like that. But that is 
why I wondered — did a group of economists or somebody figure 
that $96 value? 

Mr. POULSON. That is correct. In fact, I do not have the name 
at the top of my head, but I can get you the name of the individual, 
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and he defended that to me half a dozen different times, we talked 
about how they came to that figure. 

One other point. We {ire not using less resources as a human 
race, we continue to use more. Yet, we continue to make decisions 
that eliminates resource use in given areas. That ultimately just 
transfers that use to another area without any consideration for 
what that means. We have to start looking at the whole picture. 

I will assure you also that those of us in the resource industries, 
in agriculture, mining, and the timber industries, are willing to 
step up to the challenge of management, across the board. We are 
willing to do that, but we have to be specific and we have to be 
realistic in looking at problems. Right now, the system that we 
have, the regulatory system that we have, itself is the biggest chal- 
lenge in being able to do that. If you talk to the people that devel- 
oped the Interior Columbia Basin Ecosystem Project, I heard in 
hearing after hearing and time after time that the challenge in 
that project w{is trying to balance National Marine Fisheries, Fish 
and Wildlife, EPA, and then their requirements to manage the 
land. 

Mr. Horn. Well, thank you, that is very helpful testimony. 

Our last presenter is Mike Dolfay. 

Mr. Dolfay. Thanks for the opportunity to speak to you. This is 
a last minute decision on my part to be able to speak to you folks. 

Last week, I was able to visit the Okanogan National Forest and 
surroimding lands and had a very good time. I read some articles 
in the paper about the controversy of the fee, so I thought I would 
just check it out. 

One of the observations I have got is I think the fee system will 
fix itself. There is a lot of competition out there. Example, there are 
State parks that you could use, there is private land that has got 
facilities you can use, and there are national forests you can use. 
We went to visit the national forest to compare the standairds that 
we were going to pay for. We had a certain fee. We compared that 
fee in the national forest with private land and with the State 
parks. And compared the amenities that we were going to get for 
the money we were going to spend. We ended up staying in the 
State pairk. They had more amenities for the dollars spent. We had 
a good time, we visited the national forest on a daily basis {ind the 
facilities we visited to check on the national forest were well main- 
tained. There was some use on it, but they were not full, so we had 
an opportunity if we wanted to, to stay there. 

So I think down the road, competition outside national forests 
will have an impact on the fee structure of what they are going to 
be paying. That is my observation. 

Four weeks ago, I was able to visit the Helena National Forest 
in Montana. That forest is not in a fee system, and of course it was 
not Congress, it was other things that were going on. One of the 
things that was interesting there was the access to the national 
forests. There were some private land holders that recently pur- 
chased land and put a road through their land to national forest. 
This was an expense of the nation{d forest that nobody really want- 
ed to have to go through, to get the road open and keep it open 
to the public. 
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I think as our population grows, that is going to be more of a 
problem as more visitors want to visit national forests because they 
are not going to want the public going through their private land 
to get to the national forest. If there was a fee involved in the na- 
tional forest, that would be more of a problem. It is going to be 
more complicated to be able to do that. 

That is all I have got. 

Mr. Horn. Well, thank you, appreciate it. 

Mr. Dolfay. Just as a user, I do not have any political agenda. 
In fact, I visited yesterday Wenatchee National Forest and the gen- 
tleman that previously talked about noxious weeds, it just hap- 
pened to be there were three employees that were picking napweed 
and so it appears there was at least three people out there on the 
field, on the national forest, picking noxious weeds. So they are not 
all in the office. 

Mr. Horn. Thank you very much. 

I will now thank the staff that prepared this hearing and pre- 
vious hearings. This is the third one in a week I guess. J. Russell 
George, the staff director and chief counsel is seated over there to 
my left; Mark Brasher is seated to my immediate left, senior policy 
director; all of these for the Subcommittee of the House on Govern- 
ment Management, Information, and Technology. Matthew Ebert, 
clerk, is next to Mr. George; And then so is Mason Alinger, staff 
assistant; and we have some interns — Betsy Damus, Mark 
Urciuolo, Solomon Bartel, and David Graff; and our court reporter 
here who has followed us around for 3 days and probably has not 
got any sleep is Bill Warren, and we thank him. 

We also thank those that helped to get us to the convention cen- 
ter, Deana Greedy, events coordinator, was immensely helpful. On 
Representative Hastings staff, Doug Riggs, legislative director, we 
thank him along with Craig Kennedy, legislative assistant; Jen- 
nifer Scott, press secretary; and Matt Winger, the field representa- 
tive. 

And from the Resources Committee staff, we have Curt 
Christieuison, professional staff member. 

So thank you all for coming and thank you for your work in de- 
veloping the hearing and the testimony and the witnesses. 

With that, this session is adjourned. 

[Whereupon, at 4:02 p.m., the subcommittee was adjourned.] 

[Additional information submitted for the hearing record follows:] 
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June 22, 1908 

The Honoratde Stephen Horn 
Chaimun 

The HonoraUe Deniila J. Kudnich 
Ranking Minority Member 
Subcommittee on Government Management, 

Information and Technology 
Conunittee on Government Reform and Oversight 
House of Representatives 

During the Subcominlttee's June 18, 1998, hearing on options for improving 
federal Onaodal management, you asked us to provide a summary of issues 
relating to the Forest Service. GAO reports during the last decade have 
Idendlled numerous onaxtuidties for the Forest Service to t^erate mote 
efficiently aiul effectivdy. We are providing you copies of recently issued 
reports on the status of the agency^ prog ress towards flnartcial accountabOlly: 
rn Pnrew stahw nf ProaresB Toward nnandal Aceountabllltv 

(GAO/AIMI>3884); (2) Financial Manm-mwifc Forest Service's Proareas 
Toward Finan cial AceountsbiUtT (GAQ^AIMIW-IBIR}; ( 3 ) Letter dated 
December 20, 1996, to the Chaitman, House Committee on the Budget; and 2 
reports issued within the last 2 years that, together, cap over a decade of work 
and over 46 GAO products on financial and pmformance issues lacing the 
Forest Service: m Forest Se rvice: Barriers to Geners Una Revenue or Redudne 
Coala (GAQ/RCEim68); I'JI Forest Service Dedslon -Malilnv A Framework 
for Imnrovlna Performance (GAO/RCEI>-97>71). Endosure 1 Ittdudes a list of 
our key reports and testimonies that contain recommendations that would 
improve the Forest Service's accountability. 

In summary, since December 1896, we have periodically reported on the 
financial problems of the Forest S^ce initlidly identified in the U. S. 
Department of Agriculture Inspector Gdieral's GG) audit report on the Forest 
Service's fiscal year 1996 financial statements. Specifically, we have 

(1) discussed how the IG's adverse opinion raised concerns about the level of 
stewardship over taapayer mtmey appropriated to the Forest Service and 

(2) assessed the Forest Service's progress towards correcting its accounting and 
financial repotting proUmns. 
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While the Forest Service has taken some positive steps to address its 
accounting deDdendes, much work remains before the deOdendes are fully 
corrected. The ICs Dnjuidal statement audit report of the Forest Service for 
fiscal year 1907 has disdosed that maior shortcomings in accounting and 
reporting continue to persist. These problems are exasperated by the serious 
problems the Forest Service is encountering in implementing its new financial 
accounting systeiru In addition, the agency must ensure that the new system, as 
weD as all other mission critical computer systems, b Tear 2000 compliant In 
reports issued since January of thb year, GAO, the IG, and an outside 
consultant have identlfled serious pr^lems with the new system 
Implementation process, as well as other hurdles the agency must overcome to 
achieve fituuidal accountability. Given the extent and magnitude of lb financial 
problems, it b uncertain when the Forest Service will be able to successfully 
address these longstanding problems. 

To Improve ib operational effldency and effectiveness, the Forest Service has 
taken an important first step towards becoming accountable for lb performance 
by making dear that ib overriding mission and funding priority, consistent with 
lb existing legislative framework, has shifted fiom producing goods and 
services to maintaining and restoring the health of the lands entrusted to ib 
care. However, it has not identlfled the acdona required to correct decadeold 
problems with lb data, measurement, and reporting; addressed new challenges 
resulting from ib changed priorities; or established a schedule to achieve 
accountability for ib performance by a certain date. 

If you have any questions about thb letter or the reporb we provided you, 
please contact me at (202) 612-2600 or Linda Calbom, Director, Resources, 
Community, Economic Development, Accounting and Financial Management 
Issues, at (202) 612-8341. 



Bene L Dodaro 

Assistant Comptroller General 

Enclosure 


cc: Russell George 

Faith Weiss 


Page 2 
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ENCXOSUREl 


ENCLOSURE 1 


Reports and Teatimonles R elating to tht* Fnraat Swvipe 

Foreat Servlr p; TMnes Bplartna tn Its r>«»ri5iioninaldng Process (GAO^-RCEI>86- 
66, January 26, 1996). 

Forest Servtf o- Taaies BeHUpd tn Managing NaHonal Fnr«^ for Miiltinle ITaea 
(GAQ/T-RCED^lll, March 26, 1996). 

Forest Service Dedsjon-Maldng: Greater Clarity Ne edfid on Mission Prinritiea 
(GACVT-RCEI>97-81, February 26, 1997). 

Umber Manayemenfc Opportunities to limit Future IJahiliUes f or Suspended or 
Canceled Timber Sale Contracts (GAO/RCED-97-14, October 31, 1996). 

Forest Service's Financial Data Limitations fGAQmCED-96-19aR. June 19, 1996). 

Forest Service's Reforestation Funding: Financial Sources. Uses, and Condition 
of the Khutson-Vandenberg Fund (GAO/RCED-96-16, June 21, 1996). 

Foreat Service: Status of Efforts to Ach ieve Coat Rfflriencv (GAQiRCEim- 
186FS, AprU 26, 1994). 

Forest Service; Factors Aff ecana Timb er Sales In Five National Forests 
(GACVRCED.9&-12, October 28, 1994). 

Forest Service: Uttle Assurance That Fair Market Value Fees Are CoMected 
From SM Areas (GAOmCEI>93-107, >^rU 16, 1993). 

Forest Service: Weak Co ntracting Practices Increase VulnerabUitv to Fraud. 
Waste, and Abuse (GAO/RCED-9SS8, May 6, 1998). 

Forest Service: Lack of Financial and Paformance AccountabUltv Has Resulted 
In Ineffirie ncv and Waste (GA0/r-RCE£VAIMD-98-136, March 26, 1998). 
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